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“CANADA DRY” 


Dividend Notice 


At the meeting of the Board of Directors of 
Canada Dry Ginger Ale, Incorporated, a Del- 
aware Corporation, held April 25, 1944, a 
dividend of twenty-five cents (25¢) per share 
on the common stock was declared, payable 
June 8, 1944, to stockholders of record at 
the close of business, May 24, 1944. 

Wm. J. WILLIAMS, Secretary 























SOUTHERN PACIFIC COMPANY 
DIVIDEND NO. 106 


A QUARTERLY DIVIDEND of Fifty Cents ($.50) 
and an EXTRA DIVIDEND of Twenty-five cents ($.25) 
per share on the Common Stock of this Company has 
been declared payable at the Treasurer’s Office, No. 165 
Broadway, New York 6, N. Y., on Wednesday, June 
21, 1944, to stockholders of record at three o'clock 
P.M., on Monday, May 29, 1944. The stock transfer 
books will not be closed for the payment of this dividend 

J. A. SIMPSON, Treasurer 


New York, N. Y., May 18, 1944 


Ee} CONTINENTAL 

CAN COMPANY, Inc. 
The second quarter Interim dividend of 
twenty-five cents (25¢) per share on the 
common stock of this Company has been 
declared payable June 15, 1944, to 
stocknolders of record at the close of 


business May 25, 1944. Books will not 
close 











SHERLOCK McKEWEN. Treasurer 








The New York Central Railroad Co. 


New York, May 10, 1944 
A dividend of Fifty Cents (50¢) per share 
on the capital stock of this Company has 
been declared payable July 15, 1944, at the 
Office of the Treasurer, 466 Lexington Ave- 
nue, New York 17, N. Y., to stockholders of 
record at the close of business May 27, 1944. 


GUSTAVE H. HOWE, Treasurer. 


100 stocks 








Ar ready—UNITED’S second Annual 
Report on 100 Stocks selected as out- 
standing investments from 2,211 listed issues, 
including — 


20 selling below Net Current Assets 
20 Growth Stocks with new products 
20 with 40-year dividend records 

20 Preferreds with back dividends due 
20 Low-priced Stocks selling around 10 


A year ago, in February, UNITED 
SERVICE issued a similar 100-Stock Report. 
The average gain on these issues in 13 
months was 28%, or more than 2! times 
the rise in the general market. 

UNITED’s new selections are made by the 
same expert staff, using the same tested 
methods, as last year’s successful Report. 

Yours with 6 Weeks’ “’TRIAL’’ 

We will send you this special 100-Stock 

Report and the UNITED Weekly Bulletin 


Service for 6 weeks for only $2. 


Send $2 for Report MW-79 NOW! 


UNITED BUSINESS SERVICE 
210 Newbury St. ~ r Boston 16, Mass. 











Baltimore. . 


“What Hath Go 


@® From a chamber of the United States Supreme Court in Washington, 

Samuel F. B. Morse tapped out this message. Over forty miles of telegraph line, 

newly erected along B&O’s right-of-way, the faint impulses flashed toward 

.into the B&O Station. Alfred Vail, Morse’s assistant, carefully 

recorded, then confirmed the message... the first test of long-distance, 
instant communication was a success. 


d Wrought = 















a 


TODAY, a century since Morse sent this 
first message, wire communication has become an 
integrant part of railroading. Over B&O’s 79,440 
telegraph and telephone line wire miles, thousands 
of orders and instructions are transmitted daily 
to speed war shipments . . . to bring greater safety 
in rail travel. 





The advancement in communications continues at 





a rapid pace. New uses, applicable to rail service, 
are being discovered. New methods of transmis- 
sion are receiving thorough study. 


In the operation of B&O’s post-war trains, when 
new refinements in communications can be put 
to highest use, we shall experience the results 
of Samuel F. B. Morse’s vision in faster, safer, 


more convenient rail service. ie . “ 
R. B. WHITE, President 
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The Trend of Events 


‘ 

INEXCUSABLE STRIKES ... On the eve of invasion — service for civilians, for which public opinion appar- 
4300 Detroit war plant foremen were out on strike, ently is not ready. The contribution of Congress on the 
fusing tens of thousands of workers to be laid off and — subject of national labor policy has been almost wholly 
mportantly curtailing the production of weapons which negative and may have made matters worse. 
sponsible Government officials say are urgently needed. England had compulsory national service since early 
As an example of labor irresponsibility, that is bad in the war. There were virtually-no strikes while the 

e, though. But it is topped by a jurisdictional row—also nation was in grave peril, but a number of strikes after 


riginating in Detroit—between the AFL truck drivers the course of the war turned against the Axis. Evidently, 
ion and the CIO union of Brewery, Flour Cereal and therefore, the psychological reaction of the workers to 
oft Drink workers. At a Chrysler piant two CIO work- national danger had more to do with the matter than 
sn =f ordered an AFL driver of a Coca Cola truck to get did the law. Only for a relatively short time after Pear] 
ut ffl. When the company fired the two men, other workers | Harbor did the American public sense physical peril for 
ts ew three supervisory officials out of the plant; and this nation. Deplorable as it is, it must be conceded that 
khen the guilty men were fired for this, 3,000 workers labor's conduct is a manifestation of a rather general 


r, Jest cies ‘ yao : : E 
talked out. ‘The AFL Teamsters Council is threatening public complacency under which all too many people 
0 call a state-wide strike of truck drivers. Against what? selfishly pursue what they consider to be their personal 
vsidenr POSWer: against the CIO. interests. No one seems to know the answer. 








Naturally the reaction of the Army and Navy officials 
one of bitter disgust. How can union leaders and THE HULL TRADE POLICY... No public figure in 
erican working men have a state of mind that per-. America has labored so long and consistently for soundly 
lits this sort of thing? It must give Hitler a laugh! liberal policies of foreign trade as has Secretary of State 
But while it is very easy to get mad about it and blow Cordell Hull. What Mr. Hull said in connection with the 
steam, it is not so easy to suggest a practical remedy. recent observance of National Foreign Trade Week was 
here has been much criticism of the Administration’s | what—in essence—he had been saying throughout his long 
bor policy as to both principles and administration, and distinguished public career. During the years of our 
Nd much of this is valid. However, the proposals of — blundering foreign policy after the First World War—and 
itics range from legislation to ‘outlaw strikes,” which of equally short-sighted nationalism throughout the 
of dubious practicabilitvy—especially as regards en- world—his was a voice crying in the wilderness. In due 
Mcement—in a democracy, to compulsory national time the bleak chickens came home to roost. Today Mr. 
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Hull is a prophet—and statesman—honored in his own 
‘country, respected abroad. The co-operative principles of 
international trade and investment that he advocates are 
now unquestionably supported by majority public opin- 
ion in the United States. The still great difficulties of 
effective implementation appear to center abroad more 
greatly than at home. 

The task, however, should not be insuperable. In fight- 
ing the war, we and our Allies have established a military 
and diplomatic unity which, if less than perfect, never- 
theless is successful to a degree unprcedented in the his- 
iory of coalition war. This war-time international co- 
operation—especially with the British Commonwealth 
nations—gives us a strong rock of’ mutual interest on 
which to build a better. world, and augurs hopefully for 
the future. As Mr. Hull so strongly reiterates, cooperative, 
give-and-take policies point the way for rising prosperity 
and peace for all nations—nationalistic, dog-eat-dog re- 
strictionism can only breed depressions, and eventually 
another world war. If these truths are firmly kept in 
mind, the details of adjustment, however complex, will 
be manageable. 


JOBS AFTER THE WAR... A special Senate committee 
on post-war economic policy has been listening to vari- 
ous witnesses urge their varying ideas as to what should 
be done about possible mass unemployment in the early 
peace years. The contrasting mental attitudes of two 
recent witnesses is worthy of note. 

George E. Bigge, of the Social Security Board, put 
emphasis on increasing unemployment insurance pay- 
ments and broadening the coverage. On the other hand, 
a CIO legislative agent, presenting a paper in the name 
of the organization’s president, Philip Murray, criticized 
the “defeatist attitude” of Congressional committees in 
their outlook on post-war employment; and urged that 
attention be concentrated upon means of promoting 
employment “through an expanding economy and an 
orderly transition to the post-war world.” 

This publication probably would find itself question- 
ing the wisdom of some of the concepts of the CIO as 
to how employment can best be fostered. But at the 
present stage it is difficult to see how the nation can do 
more than agree on general principles, and on general 
principle the CIO spokesman was facing in the right 
direction; while the spokesman for the Social Security 
Board was concerned with symptoms. 

The Treasury’s credit is not unlimited. If the Gov- 
ernment can not foster a dynamic, expanding economy, 
where is it going to get the tax revenue for grandiose 
relief of unemployment? On the other hand, if it can 
foster an expanding economy, there will not be need for 
super-relief plans. We are glad, for once, to find our- 
selves in agreement with the CIO. 


OCEAN AIR TRANSPORT... Much of the talk of 
international air transport rests more on imagination 
and romance than facts. When calm and expert voices 
speak realistically, one is glad to listen. Such a voice is 
that of William A. M. Burden, Assistant Secretary of 
Commerce. Mr. Burden says that the air lines will have 
a large volume of trans-Atlantic passenger business 
which will take some years to develop, but can not 
compete significantly in freight haulage because of 
high cost differentials. 





Since it takes about five years to design and produce 
new planes of large size, he believes that for the better 
part of the post-war decade, most of the planes in trans. 
ocean service will be the present best models. They 
will carry 40 to 60 passengers, charge a fare of about 
$250. Speed will attract a large number of passenger 
who would not have time for a cross-ocean trip by steam. 
ship; but cost, whether by ship or plane, will still for 
an indefinite time be beyond the reach of the great 
majority of vacationists. . 

Many, with time and money for travel, will continue 0) 
to prefer the more leisurely, comfortable steamship. fing 
Therefore, a large part of the airplane traffic will be fhe 1 
new business and only a part, by no means all, of former fhyoh 
steamship passenger traffic will be taken away. It may} th 
be five years after the war, in Mr. Burden’s opinion, hunt 
before the air lines have either the planes or the staffs § ft | 
sufficient to provide adequate service. ep 

Finally, so far as freight is concerned, for at least forts 
some years after the war the cost by air will at best bef As 
thirty to forty times the present steamship rate; and itfhussi 
will be substantially higher as far ahead as anyone can§jith « 
imagine. This does not preclude a fair amount of airfich 
cargo of both light weight and high value, but it canffom: 
only be a small fraction of the ocean freight volume.fily, 
Other sober-minded air experts have stated that thefhmin 
same thing holds true of domestic freight haulage. Any 
; arm 
con 


It 5] 








EQUITY CAPITAL FINANCING ....All agree that we 
must have a much higher average of production and 
national income after the war than we had in the pre-fider, 
war years. To return to 1936-1939 levels would meanfpralt 
large unemployment, inadequate Federal tax revenue, affttty 
heavy Treasury deficit, further expansion of an alreadyforka 
swollen Government debt. Hopes today are generallygir fo 
high that a record-breaking peacetime production willfPent 
be attained: many cite the consumer savings, accumu-fept 
lated needs for goods, advances in technology, probablefP°St< 
export demands, etc. Suc] 
However, to finance such expansion in civilian projf¢W 
duction will require very substantial new capital invest-f 4 
ment by many industries. Can we at present be sure thatffl0¥ 
corporations will be able to get the required funds In : the 
analyzing this question recently, Prof. Charles C. Abbough'es 
of Harvard University, urged that a considerable part offf"¢ 
the added capital should be raised by equity financings 
for otherwise industry would tend to create a top-heavy th a 
debt structure which itself would be likely to limi The 
production expansion—because of corporate distaste fog” " 
rigid debt charges—and which eventually would con - 
tribute to breeding depression conditons. ons 
With this premise, few will disagree—but Prof. Abbot " “ 
goes on to point out that industry can not attract equity The 
capital in large volume “unless ownership is made mor a 
attractive than it has been recently.” While large liquid on ‘ 
funds are available for investment, Prof. Abbott correct a 
ly states that there is at present a strong distaste fog. |” 
equities both by institutions and by many individual in ne 
vestors. 
z . ' P orld 
Solution of the problem requires a number of meayf,,,. I 
ures to make equity financing more feasible. Perhapy,,, t 
chief among them are post-war tax reform, especially btion 
the elimination of present double-taxation of divident§ |, 
income; and a more constructive attitude generally t P 


: Winio 
ward venture investment by the Government. Eprese 








































BusINEss, FINANCIAL and INVESTMENT COUNSELORS 


Wen t 
ews ¢ 


1907—“Over Thirty-Six Years of Service’~1944 





164 





AY 
THE MAGAZINE OF WALL STREET 













. produce 
he better 
in trans. 
ls. They 
of about 
assengers 
by steam- 
| still for 
the great 





BY CHAREL 
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have been doing a lot of wor- 
ing about ‘the aftermath of the war. And yet despite 
ne urgency for definite action now—the animosities 
wolved in domestic politics have prevented the taking 
jthe steps necessary for the welfare and security of our 
untry, aS well as for the rest of the world. 

It is unfortunate that we should be handicapped by 
¢ politics of a presidential election at a time when our 
forts should be concentrated on winning the peace. 

As a result, we are unable to make agreements which 
usia, Britain or any of our other allies can count on 
yone canfith certainty. And therefore, as is to be expected under 
nt of airfich conditions, the suggestions and plans emanating 
ut it canffom our government today can be considered as tentative 
-volume.fily, and depending finally upon the will of the party 
that thefming into office next November. 

ge. Anyone with half an eye can see that this situation is 
umful and dangerous and should not be permitted 
ycontinue. 

It speaks of our urgent need for statesmanship of a high 
der, and a love of country that far outweighs any party 
yalty. And there are: such leaders in the Republican 
uty whose influence would be sufficient to produce a 
okable agreement with the present administration on 
wt foreign policy, so that any arrangements that our gov- 
ent would make from now until election could be 
«cepted by our allies as a sound premise for carrying out 
jograms now only in a tentative stage. 

Such an arrangement would do more toward bringing 
wst-war stability than any action we could take. And so 
tas the people of this country are concerned, it would 
sure thatg@ove a source of great anxiety regarding the aftermath 
funds Ing the war regardless of who is elected. The political 
* Abbougues of the campaign could then be limited to the 
e part ofmestic questions and to matters of administration. 
nancing: hus it would act as a stabilizer of incalculable value 
op- heavy th at home and abroad. - 

to limi [he need for a speedy creation of a political organiza- 
taste foe" "epresenting all the United Nations is being urged 
uld conf! ™any thoughtful observers. Mr. Sumner Wells in his 
kent appeal urged action now so that we could exert 
i influence at a time most effective to attainment of 
he objectives we believe essential as the fruits of victory. 
There are two schools of thought regarding the post- 
ar setup. Our own government has always been strong- 
‘in favor of world organization for peace, preferring 
¢ democratic approach to the question of how to run 
te world by giving the less powerful nations a voice in 
ture world affairs, rather than creating a post-war 
orld dominated by a system of military alliances or by 
our Power authority. In other quarters there is a tend- 
icy to gravitate towards the idea of Four Power domi- 
htion as the simplest solution, the line of least resistance. 
Important spade work is being done to rally Allied 
sinion behind structural plans for a world society to be 
presented by a United Nations Council. Russia, we are 
wen to understand, of late has been veering towards our 
ws of post-war world organization, though there still 
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As. J Soo Jt! 


LET'S CLEAR THE WAY 


ES BENEDICTE 


& ROBERT GUISE 


is a good measure of distrust as to the stability of our 
foreign policy. Canada has supported our viewpoint in 
the recent conference of Prime Ministers. In Britain, as 
in Our own country, opinions are divided with important 
figures, including the Prime Minister, reportedly leaning 
towards Four Power authority rather than the broader 
concept of world collaboration of all nations. 

Why is it that the ideal of a world society of nations to 
which so much lip service has been given in the past, is 
seemingly so difficult of realization? Why the hesitancy 
even in approaching the preliminary stage of organizing 
world peace? 

The answer is simple. Partly it is apprehension over 

ude of difficult and conflicting problems which 
the Allies will have to face at the end of the war, prob- 
lems involving numerous nations not always seeing eye 
to eye. In the past it often was difficult enough to estab- 
lish agreement among the “Big Four.”” Obviously, it will 
be much harder to arrive at decisions within an enlarged 
council of nations. It is perhaps understandable, then, 
that in the interest of efficient action, many prefer Four 
Power authority over the more democratic, and more 
cumbersome, procedure of a United Nations Council. 
They overlook, however, the (Continued on page 218) 





Cushing Photo 


These are times that try the soul of man, and it is now or never 
that petty things will be put aside for the cooperative building 
of a durable peace 
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What's Ahead For The Market 


The recent creeping rally still leaves the market in a restricted 
trading range and it is doubtful that important advance is in 
the making. We continue to recommend a cautious investment 
policy, with maintenance of substantial buying power inreserve. 


BY A. ft. 


This is a trading range market of probably limited 
movement in both directions. It has been such for many 
months. We see no reason to believe the limitations of 
fluctuation will be importantly changed any time soon. 

However, the factors—tangible and phychological—that 
make the market are always open to difference of opinion. 
Since none can foresee future events—or be sure of invest- 
ment and speculative reaction to them when they occur 
—market forecasts based on reason always carry heavy risk 
of possible error. For that reason, one’s opinions should 
be checked against actual market action. In this respect, 
suffice it to say that up to this writing there has been 
nothing in the technical indications to challenge our 
skepticism of the potentiality of worthwhile general ad- 
vance at the present time. 

The minor reference points to be watched in the Dow 
industrial average are 141 and 135—the March high and 
April low. From the latter point, made on April 24, there 
has been a notably persistent—but creeping—uptrend: out 
of 23 trading sessions since then, there having been 18 
days of fractional gain. 

Those who are bullish, constitutionally or otherwise, 
naturally consider this very “impressive.” Yet, as we 
write, the industrial average has merely see-sawed back 
toward a previous rally high which, even if bettered, is 
of dubious major trend significance. For perspective, it 
now stands 72 cents higher than it was last January 5, 
four and a half months ago; 1.63 points under the March 
high; 2.32 points under a rally high made last September; 
6.45 points under the bull market peak of last July. 

On a technical basis, we have both deductive and fac- 
tual reasons for the belief that the most significant thing 
about the present market is the unwillingness of people 
to sell their stocks. This is readily understandable. The 
margin position is light; and since the consensus is bull- 
ish on longer-range market potentials, most investors 
with paper profits are disinclined to take them, both 
because they are reluctant to pay the resultant taxes and 
because they hope for larger ultimate profits; while, on 
the other hand, those with paper losses are generally 
equally reluctant to do anything but sit tight. 

As long as liquidating pressure is so light—and this 
probably will continue to be the case until and unless 
something happens to change prevailing investment and 
speculative psychology—the reactions can also probably 
be expected to be trading-range affairs rather than serious 
declines. In this situation, with volume generally light, 
scattered and selective investment—and short-turn trad- 
ing—demand can and does put individual stocks up, and 
much of Wall Street endlessly combs the list in a search 
for “special situations”—only to come face-to-face at once 
with a tough dilemma: namely, that the stocks one would 
be most attracted to are nearly always far up from their 
lows; while; on the other hand, it is anybody’s guess when 
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the most conspicuous “behind the market stocks’’—such 
as heavy steels, aircrafts and coppers—will prove to have 
been over-sold. 

On every rally period, including the present one, there 
are many days on which several dozen stocks or more- 
but still a very small percentage of the list—make new 
highs. The uninitiated, therefore, might think it ought 
to be easy to make profits. It isn’t. The great majority 
of the new highs represent quite small gains over previous 


highs, rather than sustained advances; and the list of new§, 


highs changes substantially from week to week. Add the 
commissions and taxes into the equation, and the odds 
are strongly against the short-run speculators, as ever 
sensible persoit ought to know. 

For investors there can be better-than-even chance of 
worthwhile appreciation in properly diversified portfolios 
only when the broad market average is in sustained ad: 
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vance. We do not have that condition now and have net 
had it since the great 1942-1943 up-move culminated 
last July. 

Though absence of general liquidating pressure can 
limit reactions, it takes more than this for important ad- 
vance. It takes broad and continuing investment and 
speculative demand. One reason we are skeptical of the 
market outlook is that we believe, as we said two weeks 
ago, that the answer to the question of sustained rise from 
the present medium-advanced market level is much more 
likely to lie with speculative demand than with invest- 
ment demand; for investors are naturally concerned with 
price-values—which necessarily are reduced in proportion 
io the recovery from depression lows—while most specu- 
lators are move concerned with price movement than 
values. 

For some weeks our index of 100 low-price stocks, a re- 
liable measure of speculative confidence and interest, has 
been sluggish—although last week it came through with a 
fair rebound, the staying power of which remains to be 
tested. At this time it remains farther from the March 
high than either our index of 100 high-price stocks or the 
Dow industrial average. Without important lift in spec- 
wlative demand, we are. dubious that the industrial aver- 
age of our composite index can really “go places.” 

Being very mindful of “resistance levels,” logically one 
might expect speculative demand—and short-covering—to 
increase substantially if, as is quite possible, this rally 
carries above the 141-142 highs (approximately) of March 
ind last September. Some analysts are now betting on a 
blow-off splurge within the “143-146 area, then a good 
teaction—to be followed by a summer advance (carrying 
possibly above last July’s average high) such as has been 
seen in the great majority of past summers—especially in 
Presidential election years. It is true that the seasonal 
odds of a long back period have favored stock purchases 
$n reaction some time in June and sale in August or 
September. Proving, however, that there is nothing 
sacred about tradition or seasonal odds, this hypothetical 
pattern did not work out last summer. 

Some analysts who have been leaning to the cautious 
‘ide for many months (as we have) are now getting un- 
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comiortable about it. They know that the market seldom 
does what the consensus thinks it should, and even more 
seldom does it just when expected. The majority 
opinion of professional observers has been that (1) the 
market was unlikely to rise importantly until it is known 
how the invasion from the West is going; (2) there 
should be a better buying opportunity either incident to 
the invasion or its resulting crystallization of “early 
peace” psychology and the consequent focusing of atten- 
tion on the period of deflationary adjustment in produc- 
tion, employment and national income. It is possible, of 
course, that this view could prove right sometime next 
fall and wrong now for late spring or for the summer 
market outlook. 

But, after all, trading-range markets are tricky affairs; 
and one’s chances of outguessing—or “outsmarting”’— 
them are not too good. We have this stalemate of lim- 
ited up and down fluctuation for one very good reason: 
the average person interested in common stocks is neither 
bullish nor bearish but uncertain; and it need hardly be 
said that there are plenty of reasons for his uncertainty. 

And whereas the consensus of professional advisors— 
excluding those who are always bullish as a matter of 
operating policy—has perhaps been too unanimous in its 
somewhat bearish leanings, and therefore suspect, it 
seems to, us fallacious to assume there is a similar con- 
sensus among investors generally and that, being too 
unanimous, it is likely to get ““double-crossed.” The mere 
fact that the market has for so long maintained a trading- 
range stalement shows that among actual buyers, holders 
and sellers of stocks there is no pronounced consensus of 
conviction either way and that, on the contrary, there is 
a fairly even balance between hope and caution. 

We ourselves are hopeful to the extent that we favor 
holding more investments than cash—cautious to the 
extent that we think the uncertainties are sufficient to 
warrant maintenance of substantial buying power in re- 
serve. That has been our position for some time; we see 
no reason yet to change it. The feasible proportion of 
cash reserve naturally must depend upon the individual's 
position. On general principle, we favor not less than 
25 per cent. —Monday, May 22. 
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Survey of Our Economy on the Eve 





F ortucominc climactic developments of the war 
in Europe will find our economy operating on a plateau 


from which there has been little deviation in recent 
months. The pattern of industrial production suggests 
that barring the completely unexpected, over-all activity 
in the near future will continue to hover around present 
levels despite possible internal shifts. Contemplated 
armament expenditures in 1944 confirm this. Henceforth, 
these will rise only moderately; in February they were 
7:51 billion compared with the monthly peak of $7.54 
billion reached in Novenrber 1943- 

A tendency towards stabilization culminating in a 
roughly static pattern is at present the feature of most 
business indicators. This applies not only to war produc- 
tion but also to the civilian segment of the economy. 
Over-all production is now moving sidewise or slightly 
downward, with war output as a whole tending modestly 
upwards, civilian production slightly downwards. It is 
fairly plain that the peak of the “long war-time upswing 
occurred last autumn when, in October and November, 
the Federal Reserve Board index for industrial produc- 
tion (1935-39 equal 100) reached its all-time high of 
247. Since January, the index has remained stationary at 
243 and it appears now unlikely that the former top will 
be repeated, let alone surpassed in the future. Cutbacks 
in certain war programs will at least balance whatever in- 
creases are scheduled elsewhere. Moreover, the manpower 
situation, following recent intensified demands of the 
draft on our labor force, would hardly permit any further 
advance unless far more stringent measures are taken for 
the mobilization of available labor. This at present does 
not appear probable. 

In the first quarter of this year, there has been less 
change in the internal pattern of industrial activity than 
was generally anticipated at the turn of the year. No sig- 
nificant resumption of civilian goods manufacture has 
occurred despite partial easing of the materials supply 
situation, and there has been little, if‘any, over-all reduc- 
tion in the military program. Indeed some segments of 
civilian supply have experienced intensified pressures, 
due to manpower problems and certain supply difficulties, 
and indications do not point to any early relief. 

By the end of 1943, it was apparent that the economic 
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Reviewing War Status 
and 


Projecting Changes Ahead 


BY E. A. KRAUSS 


situation had reached a fairly static phase with the flow 
of production and national income pressing against the 
limits of our production potential and with the structure 
of production rigidly determined by the requirements ol 
the war program. There had been established an eco- 
nomic pattern which will prevail in its essential outlines 
for the duration of the full-scale war effort, barring radi- 
cal changes in military requirements or in the level of 
prices. 

Thus what we witness today is an economic plateau 
which in all probability will serve as a point of departure 
for reconversion and eventual return to a peace economy. 
It becomes pertinent, therefore, to consider just where 
we stand, with business in a waiting period pending the 
historic events to come. Until these actually happen and 
appraisal of their prospects is possible, no major policy 
decisions can be expected. Once they occur, they will 
profoundly affect not only trade and industry but the 
future welfare of the nation as a whole. 

Perhaps better than anything else, the following basic 
data serve to illustrate the magnitude of what has been 
achieved; conversely, they point out the tremendous 
shifts that must occur on “the road back.” 

With full economic mobilization towards the end ol 
1943. the total gross national product last year reached 
the all-time peak of $186.5 billion. Of this, Government 
expenditures were $93.3 billion whereof $81.3 billion for 
war purposes. $91 billion remained for consumer goods 
and services. This compared with a gross national prod- 
uct in 1939 of $88.6 billion whereof $61.7 billion con- 
sisted of consumer goods and services. Government ex: 
penditures amounted to $16 billion with only a fraction 
going into defense. 

Our national income last year is estimated to have been 
9148 billion compared with $70.8 billion in 1939. Income 
payments to individuals were $142.3 billion versus $704 
billion. Of this total, disposable income of individuals, 
after tax payments, was estimated at $124 billion and 
consumer expenditures $91 billion, leaving net savings 
of individuals of $33 billion. Comparative figures for 
1939 were $70.8, $67.7 and $61.7 billion respectively, 
leaving net savings of $6 billion. 

In terms of 1939 dollars, that is discounting the price 
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rise that occurred since, consumer expenditures in 1943 
were $70.8 billion compared with $61.7 billion in 1939. 
similarly, gross national product last vear was $155.3 bil- 
lion, in 1939 dollars, compared with $88.6 billion in 1939. 
Of the 1943 gross national product, 44% served direct 
war purposes. In 1942, this percentage was 33%, in 1941 
11% while 3% went for defense in 1940 and only 2% in 
1939. Over-all war requirements at present absorb about 
two-thirds of total production. 

While shortages of materials were a contributing factor 
in the leveling off of production since last December, the 
primary cause was the shortage of manpower available 
within the framework of limited labor control and the 
mobilization of manpower for the armed forces. This 
shortage became pronounced in 1943. The upward trend 
in the volume of employment tapered off as our labor 
pool became exhausted. So rapidly did manpower re- 
sources dwindle that more recently, a further increase in 
the armed forces could only be obtained at the expense of 
an absolute reduction of the number of persons engaged 
in civilian and even war work. 

Thus civilian employnient fell from a war-time peak 
of 52.8 million workers in September 1943 to 50.2 million 
in February 1944; wage earners in manutacturing indus- 
tries declined from the November top of 14.0 million 
persons to 13.57 million in February. At the moment, 
the size of our labor force is estimated at 51.1 million, 
with unemployment at the apparently irreducible mini- 
mum of goo,000, arising largely from temporary produc- 
tion lags and job change-overs. 

This decrease in employment was probably not re- 
sponsible for the failure in recent months to swing back 
to the higher production levels of last autumn. Greater 
eficiency in production led to anticipation of somewhat 
reduced employment and program changes continue to 
create production lags in certain war industries. Indic- 
ative of the far-reaching shifts within our manpower 
reservoir is the fact that in April 1942, there were three 
million men in the military forces while civilian workers 
numbered 51.4 million. Since then, the armed forces have 
risen to nearly eleven million, the civilian labor force to 
a peak in July 1944 of 56 million, only to shrink to 51.1 
million in February 1944, the result of draft inroads and 
a moderate exodus of women workers from war plants. 
At present, serious manpower problems are still troubling 
numerous branches of the war industry; together with 
material shortages, it has tended to stiffen opposition of 
the military to any greater resumption of civilian produc- 








THE ROAD TO WAR 
(as portrayed by principal economic indicators.) 








1940 1943 
FRB production index, total (1935-39 equal 100) .121 241 
dto. CUIMDE BOOS 535.3: 6-5/6:06:6:06eseisie'e eis 131 365 
dto. non-durable goods.............. .114 174 
Gross national product ($ billion) ............ . 97.1 186.5 
National income ($ billion) .................. 77.6 147.9 
Consumer expenditures ($ billion) ............. 65.7 91.0 
Net savings of individuals, annual ($ billion) .... 7.3 33.0 
jovt. revenues, net ($ billion) ................ 5.83 34.55 
Govt. Expenditures ($ billion)............... - 9.65 88.08 
Annual Govt. Deficit Gillin). csec0. ccesee es 3.82 53.53 
War expenditures ($ billion)...............66% 2.8 81.3 
Total war expenditures to date ($ billion) ....... ehrets 180.0 
Income tax receipts ($ billion)................ 1.15 32.0 
BOVE GRO CS GINION) oo.ciciees cerrseiecc vce weeers 43.0 187.0 
Armed Forces (million men).............+0005 1.0 10.5 
Employment (million persons)..............-- 45.6 50.4 
Cost af teins Index (1935-39 equal 100).......100.0 124.4 
Wholesale price index (1926 equal 100)....... 78.6 103.2 
Average weekly factory earnings (dollars)....... 28.54 45.10 
Farm income, annual ($ billion)............... 9.10 19.75 
MAY 27, 1944 








THE ROAD BACK 
(a projection of shifts in industrial production during reconversion*) 


thereof representing 
; Total Index durables non-durables 
Current FRB Index............. 243 10% 


30% 

After German defeat........... 175 55% 45% 

After Japan's defeat........... 125 17% 83% 
At peak of post-war replacement 

WOMMES oC ald cites wo ee oes 150 10% 90% 





* based on current industrial estimates. 








tion. Altogether, of 49.9 million persons in non-agricul- 
tural employment, 9.8 million are in munitions and 
munitions materials industries and 1.5 million in Federal 
war agencies. Many more are either directly or indirectly 
in war work and the grand total is estimated as high as 
20 million. This clearly shows the magnitude of the task 
of redistribution of employment when reconversion gets 
under way. 

Despite lower over-all employment, income payments 
continue to rise and during the first quarter of 1944 ran 
at an annual rate of $154 billion or 13% higher than last 
year. This uptrend largely reflects higher wage levels in 
scattered industries and a less than seasonal decline in 
agricultural income. Factory payments, taken alone, 
dropped 3% from November to February, due to declin- 
ing employment in manufacturing industries and some 
reductions in average hours worked in munitions plants 
and shipyards. Still, average hourly factory earnings are 
about 50% over the level of 1940; excluding overtime 
payments, there has been a 40% increase in the basic 
hourly rate of pay. 

Notwithstanding the enormous demands of war, both 
as to manpower and materials, our civilian economy has 
been well maintained. We have never approached a bed- 
rock economy. Civilian expenditures, as we have already 
seen, rose very substantially though largely reflecting 
price increases; however, even when discounting the price 
factor, there has been an absolute rise over pre-war. 
Spendable funds mounted enormously but fortunately, a 
large share has been saved and thus was not active in bid- 
ding for the limited supply of civilian goods. Output of 
consumer durable goods especially remained small and 
restricted largely to replacement parts and the more es- 
sential items. Last year, production was 75% higher than 
during the base period 1935-39 while durable goods pro- 
duction, mainly for war purposes, showed an expansion 
of 270%. 

The food situation, never really critical, is now greatly 
improved as evidenced by substantial relaxation of ration- 
ing though some of it may be temporary, depending on 
this year’s crops. Retail sales set progressive records, last 
year amounting to nearly $64 billion and still mounting 
though recent gains reflect mainly rising prices. 

Prices generally held fairly stable in recent months. 
Those of certain commodities previously in great demand 
for the war program have declined owing to more abun- 
dant supplies. Others, however, are still rising, notably 
for lumber, farm products and low-priced clothing. The 
cost of living index of the Bureau of Labor Statistics has 
advanced but little since last Spring. Food prices as a 
whole have declined from the high reached at that time 
but prices of other goods and services, except rents which 
are rigidly controlled, have risen. The COL index (1935- 
39 equal 100) for February stood at 123.7 compared with 
121.0 a year ago; the food index was 134.5 versus 133.6 
and the clothing index 134.8 against 126.2 in the preced- 
ing year’s period. The wholesale price index (1926 equal 
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VARYING INDEXES OF INDUSTRIAL PRODUCTION 
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100) at present is 23% higher than in June 1940 but there 
has been a great divergence between farm products and 
prices of manufactured goods, the index of the former 
having advanced fully 84%, the latter by only 24%. The 
tremendous spurt in farm prices finds reflection in the 
record high of agricultural income which this year is 
expected to exceed $20 billion against $19.75 billion last 
year; however, a substantial production increase is partly 
responsible. This amount is over twice the cash income 
realized from farm marketings in 1940 and compares with 
$11.29 billion obtained in the 1929 boom year. 

It is against this over-all economic background that we 
must gauge the impact of reconversion when the turning 
point is at hand. Presently, the military situation com- 
pletely dominates the business situation but major policy 
decisions must be made promptly as soon as the military 
outlook permits, if reconversion is to proceed with a 
minimum of serious dislocations. Invasion success will 
heighten the probability of a relatively early end of the 
war against Germany, with a resultant acceleration of 
contract cancellations and the economic consequences 
this implies. 

Thus it is not unlikely that cutbacks in war production 
will materially broaden even before Germany’s collapse. 
There exists a tremendous accumulation of military stores 
of every conceivable kind and as soon as invasion success 
appears definite, military demand can be related more 
closely to actual attrition in battle. Except in aircraft, 
production to date has been for an uncertain market. 
Once the military outlook is clarified, the uncompromis- 
ing attitude of the military towards revival of civilian 
goods output can be expected to be greatly moderated. 
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What happened in food, can then happen—and perhaps 
very suddenly—in steel, copper, lumber and other vital 
materials. Such cutbacks in demand are bound to create 
problems all of their own as business well knows. They 
must be reckoned with, and this readily explains the 
present pre-occupation of businessmen with forthcoming 
military developments. 

The potentialities of the situation are forcefully 
brought home by the recent statement of Vice Chairman 
Wilson of the WPB that at the end of the German war, 
35% of the productive capacity now used in war work can 
be released. This percentage, applied to an estimated $70 
billion of industrial war production annually, would 
represent a cut of nearly $25 billion. If made suddenly, 
such a cut patently would have a most profound effect 
on the position of trade and industry, and our whole 
economy. Hence it is obvious that speed must dominate 
the reconversion process, that a start be made as soon as 
compatible with military considerations. Even a gradual 
start means major shifts in many fields. As a result, sharp 
production cutbacks and spotty employment conditions 
might come in Autumn. Realizing this, businessmen and 
legislators are now pressing for action to meet such con- 
tingencies. War plant heads fear idle factories and restive 
workers, should contract cancellations create a prolonged 
pause in activities before the green light is flashed for 
civilian production. But so far, plans even for partial 
reconversion are still in the discussion stage. 

In the Baruch-Hancock report, considerable progress 
was made towards clarifying the broad policy which 
should govern reconversion and in a later report by the 
Truman Committee, strong arguments have been pre: 
sented favoring the earliest possible termination of the 
present system of centralized control over our economy. 
But beyond these basic blueprints, planning has remained 
largely hypothetical. At present, the possible imminence 
of the need for early action has injected renewed urgency 
and efforts are made to speed whatever concrete measures 
are needed. 

As to contract termination, the Senate has approved 
and the House should shortly pass a bill giving industry 
most of what it has requested. This means, particularly, 
quick contract settlements, prompt removal of Govern- 
ment machinery from private plants and liberal financing 
aids to tide war contractors over the reconversion period. 
Chief problem remains that of shifting large numbers of 
workers into peace time jobs. If this is to be accomplished 
efhciently, speed and again (Please turn to page 214) 
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BY GEORGE B. 





INANCIAL and economic barometers, always sensi- 
ie and seldom wrong in appraising the fluctuating for- 
mes Of war, are virtually unanimous in forecasting rea- 
mably early victory in the European theatre of war. 
his has been apparent for some time, but more recently 
iis belief is being far more clearly expressed, indicative 
{ protound conviction rather than mere speculative 
pinion. 
These barometers, especially those of international 
jaracter portraying the views and thinking of investors 
ind businessmen here and abroad, today tell us that 
mfidence is high for Hitler’s downfall. They have been 
ising progressively as hope gave way to virtual certainty. 
tthe moment, they are crowding the upper limit of the 
confidence line.” 

Perhaps most interesting, and most outspoken, is the 
msensus of investment opinion reflected in the ap- 
ended chart delineating the price movement of dollar 
onds of five Axis occupied European countries. This 
ine clearly mirrors the ups and downs, the hopes and 
te doubts, occasioned and instilled by war develop- 
fents since its inception. The average price of the bonds 
sed for compiling this “index of confidence” reached its 
pw in 1940 after the fall of France and at the start of the 
erman air blitz against England. When England did 
it succumb and no German invasion materialized, the 
verage started the long upward trend still under way. 
the climb was sharply but briefly interrupted in the 
karl Harbor month, then continued steadily, accelerated 
the Allied invasion of North Africa and Italv’s sur- 
«der. ‘Today, on the eve of the European invasion, the 
ne is resting not far from the 
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tries in an effort to cut down trade with Germany. Sig- 
nificantly, they were noticeable among Axis satellites no 
less than among the Neutrals, precariously clinging to 
their position in the face of German economic pressure 
and growing Allied military might. 

As Germany's chances for victory, or even a com- 
promise peace, grew slimmer, there was mounting reluc- 
tance in those continental countries still retaining a 
measure of independent action, to continue furnishing 
goods on Germany's terms and prices. They balked at 
accepting, in return for their products, increased credit 
balances in their clearing accounts with the Reichsbank, 
or German promises for post-war delivery of goods. 
Naturally, the Neutrals have been more determined, and 
more successful, than the Satellites in maintaining this 
position but even the latter are displaying growing inde- 
pendence in the economic field. Rumania is a case in 
point. German clearing credits or delivery promises: no 
longer satisfy her and to keep trade flowing, Germany as 
far back as early 1943 was obliged to ship to this Satellite 
a sizable amount of gold. Today, a mounting volume of 
trade, especially with the Balkan countries, is conducted 
on a free exchange or gold basis, partly outside of con- 
tractual agreements. 

By now, most Neutrals and satellite countries have sub- 
stantially reduced their exports to Germany and sharply 
increased the prices for commodities hitherto shipped to 
the Reich under long-term clearing .agreements at fixed 
prices. Countries like Sweden and Turkey have limited 
their trade with Germany to an even exchange of goods. 
While the Satellites were unable (Please turn to page 206) 








-war top, holding firm and 
rady to complete the recovery 
hich cannot but reflect high 







opes in the early liberation of 
he countries involved. 





PAR-VALUE [00 


AN INDEX OF CONFIDENCE IN VICTORY 












inkings were large. Today, war 
sk insurance premiums are at 


Over a year ago, when our anti- Czecho Denmark | War wath Invasion Resignation ‘Eve of 
“CAs : ve slovakia & Norway apa of Africa of Mussolini inva 

ubmarine war began to show its invaded invaded lapenaine ant sei iia poe 
kadly effectiveness, the final out- j__ Poland |! France 1 | 

‘ : : i 80 — Invaded and Low t ] ) sia 
ome was quickly given concrete Pr |! Countries i | | : 
xpression by the progressive low- S tenet | | | iM Val 
ine of oce: ‘ -ates of | | | >a 
ing of ocean insurance rates ‘a Phony + L| _ 
hich had soared sky-high when War" | | | H 

j | 
| 














Average New York prices 











Particularly striking have been 
he evidences in the foreign trade 
eld where facts and figures clearly 





oLLitiliiitit 


of five external bonds 
A P 40 England Bombed m m ilk aie 
heir lowest, an expression of con- = eS ee of occupied countries | 
dence that the U-boat menace | Eelgium 6's of 1955 
° ~ ge zechoslovakia 8's of 195 
tas been definitely overcome. 20 Goummk Sts os a 
Poland 43's of 1958 


Norway 4! 2's of 1956 














DELDEEE PEP EEDDEEPA EDIT ti 


Littditisiis 


tiit 





piticipated the declining fortunes 
{the Axis. They became notice- 
ble long before the Allies began 
exert pressure on neutral coun- 
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By E. 


Congress will adjourn around June 20 for the political 
nominating conventions. No great amount of legislation 
is likely to be completed meanwhile. With time so short, 
and the Democratic Party so wholly dependent on Roose- 
velt, very few are left in Washington who any longer 
wonder what his intentions are. It seems 100 to 1 that 
he will run. 


Rep. Dies’ announcement that he will not seek election 
next Fall appears to end a career of unparalleled strange- 





Washington Sees: 


The promise extended by WPB to small plants 
to aid them, by permitting limited civilian goods 
production where local labor shortages will not 
be aggravated, already is echoing a hollow ring; 
and Congress is showing signs of impatience. 


The small factory, because it ordinarily is in a 
small community, is close to the heart (and politi- 
cal nerves) of a Congressman. Not generally 
known, is the fact that more than 70 per cent of 
all members of both branches of the national 
legislature come from small towns; their most 
immediate contacts are in those communities, 
and they are more readily accessible to the con- 
stituents whose interests lie there. 


Blanketed out of important war contracts by 
reason of their limited productive capacity, 
smaller plants have been told they now may enter 
upon civilian goods production under fixed con- 
trols. Those reservations in themselves are not 
objectionable but the practical difficulty is that 
materials are not being made available even 
for the limited output which WPB says would not 
dam the free flow of war goods. 


The answer seems to be a controlled materials 
plan, and one seems in sight. Maury Maverick, 
SWPC head, makes that suggestion and Con- 
gress appears receptive. 
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ness. Never an important figure legislatively, he man. 
aged to build a popular appeal that followed him through 
devious paths. Through years when members of Congress 
privately railed against the “nuisance” of the Dies Com: 
mittee, they financed it. It could and was turned readil) 
against the personages and the facts which made the 
record. It was veering again when ended by the Dies 
declaration. 





China's Ability to resist is being re-examined by the 
military thinkers of Washington in the light of bad news 
from the sector entrusted to those troops. China entered 
an heroic chapter in history in the earlier, and less 
mechanized, days of the war. The Indo-Burma Theatre 
of operations has been reporting consistent successes. 
That has been confused and taken to mean an overall 
story of progress. The record just doesn’t support it. 


Politically somnolent, the mid-west could become an im- 
portant, if not the controlling, factor in the forthcoming 
national G O P convention. That is the proud boast of 
mid-westerners returning to Washington who have always 
had a candidate but not a nominee (until recent years 
and the Landon fiasco). Now they have Bricker of Ohio, 
as their color-bearer. Newspaper headlines to the con- 
trary, notwithstanding, Bricker is considered here a seri: 
ous threat to the Dewey “draft.” 


Invasion is ahead, but it will not happen this day or to- 
morrow. The spearhead, at least—possibly the main 
thrust—will be an accomplished fact before readers this 
far removed from the smell of shells realize it. But it will 
not be dramatic in its beginnings—the War Department 
has warned it will be tragic. Time has served to empha 
size that the job is not easy of accomplishment. The 
price will be high. 





Weeks in advance of party conventions, delegates have 
already determined their choices for heads of both party 
tickets and there was no reluctance on the part of the 
selectees. When National Chairman Hannegan, Roose: 
velt confidante, said “the Chief” was ready, willing and 
anxious he hoisted a trial balloon which none punctured, 
and it remains aloft. Dewey’s fast and furious campaign, 
meanwhile, to gain the nomination simultaneously was 
highpointed by a bid for the colored vote—a criticism of 
poll tax laws. 
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Confidence in the Capital has reached the point where 
military victory is considered a foregone conclusion and post-war 
planning is the subject of the moment. 











Aviation is the prime topic. United Nations have found, 
offensively and defensively, that air power -- which includes 
bases -- is the key to national security. 











Talks already are under way. So far they have .concerned 
principally the United States and Great Britain -- which might 
perhaps be a mistake, for we presently own few bases, and England through 
her territorial commitments is greatly involved. 











For the purpose of laying the groundwork for a United 
Nations post-war conference (something in the nature of a ratifica- 
tion meeting if present plans come to fruition) the State Department soon will 
receive air representatives of the Soviet and China. 
















he man- 

















ae Both countries have definite views. China had "borne the heat of the day" 
es Com- long before there was a combine of United Nations, The Soviet has very definite 

1 readily views, predicated upon the necessity of protecting a great expanse of space, and 
“—S the immediacy of potential -- or current -- enemies. 

ne 1es 


The Soviet States are not ready to regard this as a war of 100 per cent 
partnership against a common enemy. Any other thinking is simply hopeful. Stalin 
has acted diplomatically and militarily as if the issue had been framed between him, 
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—— alone, and the enemies of the United Nations. 
A: Suspicion of Soviet motives has reached a rather high point in the Congress. 
nec That the war goal is a common one, no one denies. The approach -- if one considers 
overall the war an incident to the post-war world -- lacks cohesive thought. Ominous, perhaps; 
rt it. but true. 
e an im Assuming early end of the war -- Washington thinking places the conquest of 
1coming Germany at November of 1944 -- business and government will step back into the 
boast of arena they deserted in 1941. It is fighting ground. But the issue is not as clearly 
calm drawn as some suppose. 
nt years 
»£ Ohio, Much of the thought about the need for unloosing private enterprise, to 
== enable it to provide the jobs that will be needed after the war, rests upon a 

false premise. 
—— "Private enterprise" -- to the extent that it was a tent covering certain 
> <a practices in which no ethical business man would engage, as well as monopolistic 
lers this doings which smudged business over at least a decade -- is gone. 
ae Scream against invasion of private enterprise has lost its political 
empha- effect. Business always has operated under constrictions. (Newspapers were happy 
t. The to agree, for instance, with Justice Oliver Wendell Holmes’ dictum, that the right 

of free speech does not embrace the right to holler 'fire' in a crowded theatre.) 
es have Business has asked -- demanded --governmental intervention to certain ends. 
h party Protective tariff is one, and probably sufficient testimony. The National In- 
_ of the dustrial Recovery Act did not spring from consumers' demand. They were not united. 
Roose: tis acta . 
ing and They were not (to use the naughty word) ‘unionized. 
ictured, Post-war business will be much more "free" than now, but not as much so 
by aa as_in 1939, much less 1929. Even under a Republican regime there would have to be 
cism of very extensive controls: some repressive, some stimulative. "Natural economic law" 






could hardly work satisfactorily after this earthquake of war -- if it ever did. 
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It was "Hinnissey" of the Peter Finley Dunne's stories who said, in the un- 
labored and picturesque language, that those who are not "wid us are agin us. * 
Secretary Cordell Hull will follow that cogitation -- if not the grammar -~- 
with respect to certain neutrals. 
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Pressure campaign which the United States and Great Britain have im- 
pressed against some, but not all, of the diplomatic friends of the Nazis, is very 
unsatisfactory. 


There are six states involved -- Bire, Portugal, Spain, Sweden, Switzer- 
land, and Turkey. But the circumstances of each differs. They do not fall into a 
common pattern. They have one thing in common: a hope they will not be drawn into 
the maelstrom of war. 


Toughest case is Sweden. It will be first to be cracked. And it will 
be cracked. Sweden has never had its heart with the Axis, but it has been an 
effective Axis partner by selling the Axis the implements of war. 
































Up to now, Sweden has rationalized its sale of ball bearings to the Nazis 
as an action of a complete neutral. No bomber runs without ball bearings and 
Germany's sources have been largely wrecked. 











Sweden has been told to stop supplying bearings. She will probably listen 
-- or face some very distateful consequences, diplomatic fictions notwithstanding. 








: Sweden is not alone. State Department warning to the satellites -- 
Hungary, Romania, Finnland, and Bulgaria -- definitely is not "for the record". 








War has dragged along so many months that all satellite nations have 
exhausted their stocked stores of supplies not locally available. The threat of 
"sanctions" is a frightening one. And that threat is being made today. 











The C. I. 0. endorsement of Roosevelt for a fourth term is rated as fairly As, 
big news in the press -- which suggests that paper can't be so scarce after all, for tions 
the gesture is a pure formality. Nobody expected anything else. The declaration an ent 
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itself will not add or subtract from the vote already "in the bag" for F. D. R. 
But the continuing C. I. 0. war plant strikes certainly are not helpful to the 












































Ing es 

C. I. 0. presidential candidate, and neither is the continuing weakness of © al 
Government policy in dealing with them. : wiatic 
Not so long ago there was a great deal of official. and unofficial talk oka 

about future oil shortages, especially in this country. Perhaps you've noticed might 
that it has died down to a whisper. The realities of underground oil are always tent 
more than a bit obscure. Over the now fairly long history of oil, there has been - 
one exaggerated shortage scare after another. Whether and when a real shortage threat ee 
will materialize remains highly conjectural. worki 
But_at least for some time in the post-war period the oil problem, Th 
economically speaking, is more likely to be one of surplus than scarcity. Waning vekin 
military demand will make a big dent in total consumption, not to be promptly filled ihe oj 
by resumption of normal civilian motor vehicle use. Meanwhile, new oil development mly 
in the Gulf Coast region, especially is Mississippi, begins to show substantial $8 
promise. or 
farre 

Claims filed under the corporate "relief section" of the-revenue code already ene 

amount to estimated total in excess of $3 billion. This has to do with claimed he 
change in the basis for excess profits tax exemption credit; nothing to do with the tonsic 
carry-back and carry-forward refund provisions. Both are among the most complicated at the 
provisions ever written into tax law. Ind 
WAY 
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As the finishing touches are being put to our prepara- 
ions for the climactic phase of the war that is to bring 
in end to the struggle in Europe, inter-allied discussions 
br the shaping of the post-war world are moving into 
inew stage. Talks on various post-war problems, relat- 
ing especially to foreign trade and currency stabilization 
wut also to such vital questions as international shipping, 
wiation and world oil problems, have heretofore been 
largely conducted on a national plane with an eye 
owards developing a national viewpoint. By now, what 
might be called a “national attitude” has been largely, 
if tentatively, established and current discussions, on an 
international plane, mark the opening of the next phase, 
ihe bargaining phase with a view towards reconciling 
ihe many conflicts of views and interests and eventually 
working out definite policies for peace and world re- 
(overy after the war. 

The task is dificult and complex, with each country 
teking to promote her own interests. It will bring into 
ihe open numerous conflicts, difficult to reconcile, not 
mly among the leading Allies but the smaller countries 
% well. 

Fortunately, no rigidity of viewpoint has thus far 
aarred the exchange of ideas though the differences are 
lumerous and a great many hurdles still have to be 
wercome. Definite progress has been made in several 
directions. In others, it has been possible to narrow 
tonsiderably the gap that was separating the negotiators 
a the start. 

Indicative of the “give and take” attitude essential to 
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Prospects For Post-War Trade 


How London and Washington Conferences are Laying 
Groundwork for New Balance 


HOR OTH 


success in arriving at workable agreements is our chang- 
ing stand on shipping. Less than two years ago, most 
after-dinner speakers and even responsible officials came 
out for an American post-war merchant marine of at 
least 20 million dead weight tons. More recently, Ad- 
miral Land of the Maritime Commission advocated 
a merchant marine of about 12 million d.w. tons, and 
in a forthcoming survey, the Maritime Commission is 
expected to recommend a merchant marine of only 
about 10 million tons, or an ocean-going fleet not much 
larger than we had before the war. 

By revising our stand on shipping, we are likely to 
influence the British, the Norwegians and the Greeks— 
for whom shipping is even more vital than for us—to see 
other problems our way. At that, our concession, if it 
materializes, would by no means represent too great a 
sacrifice. Actually, we will be better off with a relatively 
small, efficient merchant marine of many specialized 
types of vessels best suited to carry our post-war trade, 
rather than with an oversize establishment, expensive 
to operate and subject to early obsolescence. Our new 
merchant marine, compact and efficient, should enable 
us to carry a greater volume of trade at smaller cost, 
thereby enhancing our competitive position as exporters 
and shippers and, incidentally, easing the subsidy 
burden. 

Recent international discussion can perhaps be best 
characterized by stating that the basic objective was to 
advance post-war planning another step, from the na- 
tional to the international plane, and to create a realis- 


175 














tic basis for working out final and concrete solutions at 
future general conferences. So far most of the prelim- 
inary talks have been with the British, though the Rus- 
sians and other Allied nations are being informed of 
them. These talks have been conducted behind closed 
doors and the public has few clues as to what has been 


In the field of international aviation, discussions 9 
far held have already borne fruit. While initial views 
were pretty far apart, Britain finally has declared her. 
self ready to conform to our own viewpoint, favoring 
the thesis of “freedom of the air” with fairly loose con. 
trols rather than subjecting this fledgling industry to a 








| WORLD TRADE OF CERTAIN POLITICAL GROUPS OF COUNTRIES 


(In Millions of Dollars) 











IMPORTS EXPORTS 
Area Popu- Actual Percent Actua Percent 

Sq. Km. lation in 000,000 $ distribution in 000,000 $ distribution 

(000,000)(000,000) 1928 1938 1928 1938 1928 1938 1928 1938 
British Commonwealth.......... 34.3 535 516 8,040 30 33 8,875 5,857 27 27 
France and Empire............. 12.7 112 2,762 1,781 8 7 2,539 1,332 8 6 
Netherlands and Empire........ 2.1 16 1,596 1,262 5 5 1,528 1,130 5 5 
Belgium & Belg. Congo........ 2.4 23 935 802 3 3 889 1716 3 4 
Italy & Overseas Territ......... 2.9 46 1,221 752 3 3 797 562 3 3 
Portugal & Overseas Territ...... 2.2 17 176 153 1 1 82 82 —_—— - 
U. S. & Overseas Territ........ 9.7 146 4,592 2,366 13 10 6,320 3,228 16 15 
All Other Countries........... 65.8 1,145 13,012 9,258 37 38 12,096 8,831 37 40 
Wy ried MOR on )6:0'0 cioisie'eiace ee 132.9 2,126 35,482 24,583 1 100 32,615 21,917 100 100 


Source, League of Nations: The Network of World Trade, 1942. 








discussed, what attitudes have been taken, and what 
commitments, if any, have been made. 

A point that can be made about most of the parleys 
and conferences, a point that is usually not dwelled 
upon sufficiently by the press, is the ease with which 
many bothersome problems melt away in the atmosphere 
of frankness and cordiality. This was stressed again 
and again by Mr. Edward R. Stettinius, Jr., Under-Sec- 
retary of State, who just returned from a mission to 
London and North Africa. Similarly, the American ex- 
perts who returned from the London conference on avi- 
ation found a “large measure of agreement and large 
desire to achieve more freedom of the air.” Oil people 
who attended the recent Anglo-American oil confer- 
ence in Washington have apparently been also im- 
pressed by the frankness of the discussions and by the 
dispelling of dark suspicions. 

Considerably more agreements than differences on 
various problems discussed were also reported from the 
Imperial Conference in London. The purpose of the 
gathering of the Dominion Prime Ministers was to talk 
over various political and economic problems, immigra- 
tion, tariffs, etc., so as to arrive at some common “Empire 
attitude” in the forthcoming discussions of various prob- 
lems with other nations. Though the British would 
have liked to see some tightening at least of the Empire 
economic policies—in order to improve the bargain- 
ing position vis-a-vis the United States when it comes 
to discussing trade polices in the future—no tangible 
economic results have been achieved apparently—except 
for the strengthening and improvement of the machinery 
for inter-Empire consultations. 

In regard to the oil conference held in Washington, 
it had been reported that the British oil men were 
rather skeptical about the post-war expansion of world 
petroleum consumption to a level where it would absorb 
the added wartime production. They were of the opin- 
ion that the building of the proposed Arabian pipe line 
was more likely than not to add to a post-war glut of 
supplies. This opinion has apparently sufficiently influ- 
enced the Washington authorities so that, as the 
reporter puts it, they “became less impetuous in their 
approach to the world oil problems.” This is inter- 
preted as meaning that the Arabian pipe line may not 
be built for some time, and if so, then probably under 
private initiative. 
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rigidly organized international air authority with sweep: 
ing regulatory powers. 

From all that has been said, one may assume that it 
will be relatively easy to reach agreements between our- 
selves and the British when it comes to smaller issues. 
The story is likely to be different when it comes to de- 
ciding major questions, such as what trade system to 
adopt once the post-war transition period is over. No 
“national attitude” on that point has been evolved as 
yet by the British, who seem to prefer to wait and see 
what will happen in this country and how the balancing 
of their international payments comes off. 

As far as our plans for post-war trade are concerned, 
they could probably be summarized as follows: We want 
to continue to have our trade based on a free enterprise 
system, and while we believe that for the common good 
the international exchange of goods should be as large 
as possible, we want to enhance it by removing all dis- 
criminations, currency restrictions and other interfer- 
ences except perhaps reasonable tariff protection. We 
believe that international trade agreements should be 
so undertaken as to permit each nation to produce, 
manufacture and sell abroad the products which it can 
produce more efficiently and economically than others. 

In contrast with our rather elementary attitude toward 
post-war trade, that of the British is quite complex. To 
begin with, the British have become aware of the disad- 
vantages which their industries will encounter as a result 
of the war. It will be necessary not only to make good 
the damages wrought by the war, but the productivity 
of their industries will have to be brought much nearer 
to the American standard—if Great Britain is to expand 
her exports to make up for the losses of revenues from 
her overseas investments and from shipping. Naturally 
conservative and to some extent perhaps lacking in 
imagination, the British are wrought up about the 
ground they have to cover; it is said that our technolog- 
ical efficiency when measured by the unit output per 
man is nearly twice as high as in Great Britain. Natural: 
ly the British are looking for other ways out of the di 
lemma. 

But there are still other difficulties. A great deal of 
British pre-war trade was with the Continent of Europe 
which was the natural market for British Empire pro¢- 
ucts. The purchasing power of the Continent, however, 
will be badly reduced unless credit is extended—not 80 
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much by the British, but by us, Canada and other coun- 
ries. Or to put it another way, London’s ability to 
maintain its position as an international trader by ex- 
tending credits and by maintaining free convertibility 
of the pound sterling has received a further blow as a 
result of World War II. Great Britain can no longer 
assume the role of manager of the international trade 
yystem that she played before World War I or even be- 
fore World War II, without some cooperation, some 
backing from us. 

London, of course, still remains the trading center of 
the British Empire, or rather of the sterling area. Many 
people in Great Britain believe sincerely that London 
should satisfy herself with doing just that; that she 
should develop the sterling area into a more or less self- 
suificient block and fall back on the bilateral way of 
trading in order to make full use of the Empire’s bar- 
vaining power. One of the leading British periodicals 
has been advocating an “enlightened bilateral way of 
irading,” arguing that the answer to the world’s ills is 
io be found in expanded international trade—the meth- 
od being immaterial. 

Though these ideas are receiving no official sanction 
ind though more conservative opinion favors restoration 
of the multilateral way of trading, it is generally agreed 
that the answer to the British problems lies to a great 
extent in the trade polices of this country, or more par- 
ticularly in the balancing of our international payments 
as befits a creditor nation. 

It is obvious that in the foreign trade field, the clash 
of views is fundamental. Briefly, Britain favors a con- 
rolled system of trade to make sure that imports are 
fully balanced by exports. 
To this end she proposes 
0 retain cartels to which 
we are Opposed on princi- 
ple. She wants to resort to 
division of world markets, 
i Empire preferences, to 
price fixing and other con- 
ols likely to aid her drive 
lor export markets. Our 
own attitude is just the op- 
posite. We want to do 
way with everything likely 
i hamper free flow and 
levelopment of  interna- 
ional commerce. The situ- 
ition, while difficult, is not 
ireconcilable, however, 
ind the British Govern- 
ment has given us to un- 
lerstand that they may be 
willing to veer closer to our 
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liewpoint, provided we are 
lady to cooperate in other 
lirections. It will be the 
ask of forthcoming gen- 
‘al conferences to arrive 
ita workable compromise. 
The formulation of the 
british attitude on the 
post-war international trade is unquestionably closely 
led with the schemes for currency stabilization. The 
atest scheme, released early in April, is a document 
worked out by the technical experts of some go Allied 
ind Associated countries. Compared with the older 
Keynes and White plans, the newly hatched scheme is 
impler and more understandable. The new “money 
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The British contend that their industrial output per worker : 3 
is only about half of ours. fund, either directly or 








of account” has been dropped. Also dropped were the 
earlier provisions about “blocked balances.” This 
means that the huge sterling balances which by the end 
of this year will approach some £2 billions or $8 billions, 
will be left tied up unless the United States undertakes 
to help unfreeze them—especially if we want to trade 
with India. They certainly represent enormous pur- 
chasing power—particularly in the case of India, and 
could greatly stimulate our export of the type of goods 
that we shall be in the best position to supply. 

From the American point of view, the stabilization 
fund appears to be too large, coming, so to speak, on 
top of the large UNRRA credits and possibly of afore- 
mentioned loans for the unfreezing of pound sterling 
balances. Another American criticism is that the safe- 
guards protecting the creditors of the fund are some- 
what obscure and that in general the scheme attempts 
to achieve stabilization of currencies without exerting 
much pressure on debtors to do the things necessary for 
currency stabilization, such as balancing budgets. As 
Dr. Benjamin M. Anderson pointed out, “the new plan, 
like the old, would allow a weak country whose finances 
were out of hand, whose money market was in disorder, 
whose government was borrowing from the central bank 
of issue to meet expenses, to continue on this course with- 
out concern for the standing of its currency, up to 200% 
of its quota.” ; 

While to us it seems that the plan, by calling up the 
quotas up to $8 to $10 billion, has retained some of the 
inflationary characteristics of the old Keynes plan, the 
British on the other hand claim that the plan is as a 
whole a victory for the American point of view and 
estimate that about three- 
fourths of the American 
plan was accepted. They 
are not too happy about 
the provisions regulating 
the parity of national cur- 
rencies by surrendering 
gold—judged by the re- 
marks of the Chancellor of 
the Exchequer who 
thought them to be against 
the interest of his country. 
They disapprove of pro- 
vision leaving the man- 
agers of the plan without 
power to force a creditor 
nation to adjust its inter- 
national payments, and 
they, of course, think that 
the fund is altogether too 
small to assist the deficit 
countries. 

Though the idea may 
seem somewhat far-fetched, 
by borrowing U. S. and Ca- 
nadian dollars and other 
scarce currencies from the 


through the weaker cur- 

rency countries, Great Brit- 
ain would thereby obtain funds which in turn would 
enable her to resume the role of manager of an interna- 
tional trade system after the war—a role that she played 
successfully for a good many decades prior to the out- 
break of the First World War. There is a good deal to 
be said in favor of such a combination, for neither Great 
Britain alone—since her foreign (Please turn to page 218) 


UF? 
























UNITED STATES 


IRDIVIOAL INCOME AND VICTORY TAX RETURN 


FORM 100 
Femme | Dam, — 
ey 








FOR CALENDAR YEAR 1943 





77 MAME AMO ADORESS PLAINLY. Om teerection © 





ll 






oT - Ce ot ete od 



















UNITED STATES 








For Calendar Year 1943 





who on July 1, 1 

























































































‘ATION INCOME AND DECLARED VALUE EXCESS-PROFTTS TAX nevis | 

















a . 
= a ~ amet yie 


astor’s 
ch cal 
ory al 
yiOUs | 
estmer 
{, for 
me of 
our @) 
nt ince 
i $720 
ital in 

















— SEER | what: 
1 mete coeiie coe” = | | ‘. he lin 
= Rec Segre ttle tne Qa nn vine ng im the Ic 
Sze Ree ag, a 
= = | able 11 
3 2 enc 0 coul 
Where Advantages of Capital Gains) 2 oii cup 
‘ —— in 
aww |S dS, Ve 
suuee | Fae Qutweigh Investment Income (*"*-— "= 
: i, «Ae mg EXP 
is Laue | ° SSUES ne |__| ee See se ho vassals — inder 1 
‘hh Sa ae = Se = |. =a aie Lo s neces 
|= SS = a enor eine 
aS ==, Sx —— | 
omnia mere a : im, an 
frequen 
BY STANLEY DEVLIN ptial pe 
divide 
lost « 
[xcome taxes being what they are, a good many in- — security holdings by large investors with the announced PSs, | 
vestors have been compelled to revise their attitude to- intention of reinvesting in war bonds. The number of capita 
wards dividend income, heretofore a prime investment those who sold or reduced their holdings in the open be fo 
consideration. Prevailing high surtax rates are severely market cannot be determined but is probably very con- fF Prosp 
cutting down income return, often to a degree rendering _ siderable. n with 
an otherwise desirable investment all but unprofitable. But such a course does not appeal to everyone; many F who 
As a result, high dividend return, formerly the hallmark are reluctant to put all their eggs into one basket. Their Fly sc 
of a good investment, is becoming quite a problem for alternative is to invest for capital gain rather than for Pmuch 
security holders with a substantial regular income from income until such time when it becomes possible to FI ris 
business or profession. Some simply cannot “afford” any realize the accrued increment at less confiscatory tax er evil. 
longer a high return on their security investments. rates. If wise selection is made, better long-term results tisk fa 
Take, for example, a businessman with a regular an- can doubtless be achieved in this manner. Small won- 
nual income of $50,000. If besides, he has an investment der, then, that brokerage houses report frequent investor 
income of, say, $6,000, the tax rate applying to this ad- inquiry for non-dividend paying equities with good ap- 
ditional income would be 75°%, leaving him a mere  preciation prospects. Some of these today are selling at FYestor 
$1,,00 as return on invested capital which at a 10% higher price-earnings ratios than a good many war stocks Ff 'xes 
average yield would amount to some $100,000. That with excellent current earnings and high dividend yields. P'S!nes 
would make the actual net return on his investment In plain words, dividend income has become suspect, lle sacr 
only 1.5%, just about half of the 2.9% rate obtainable and justly so, as not being what it appears to be, and its nearly 
on war bonds. investor appeal has consequently suffered appreciably. "8s Ww 
Conversely, as one’s income is lower, the net return on Apart from the strictly investor angle, this development #8 Sq 
investments increases. If the regular income, instead of — has other and potentially quite serious connotations. It will ha 
$50,000, is only $25,000, the investor can retain some certainly will not encourage the lending of capital to lal gai 
$2,190 out of his dividend income of $6,000, or 2.19% small businesses by private lenders, or the organization ally 
against the 2.9%, rate on war bonds. and financing of new enterprises by individual entre {9 !i: 
If he wants to retain a net percentage yield equivalent preneurs who possess a sizable income. The rate of re fture 
to the yield rate obtainable from war bonds, the investor turn that could be realized even under most favorable F"0" oe) 
can have a regular income no larger than $14,000 an- conditions would be entirely too skimpy to warrant the Precent 
nually. This seems to be the break-even point. Should — risk. In this respect, high taxes discriminate with espe P@U0r 
he want to retain as much as 4% net on his investment, cial severity against the growth of small independent PM tax 
he cannot afford a regular income in excess of $5,000 concerns and in favor of large and well established Fa" re 
per year! organizations with assured incomes from other sources. stockhe 
It must be obvious that this presents a serious dilemma As far as investors are concerned, the great majorily idends t 
to many investors. In point of investment yield, they today naturally do not have incomes of $50,000, or even §, they 
would be better off by selling their security holdings and $25,000 annually. In such cases, as shown before, the this ret 
:cinvesting the proceeds exclusively in war bonds with impact of taxes is less extreme but nevertheless very real: ockhol« 
an assured rate of return of 2.9%. In doing so, they With $14,000 the break-even point to bring the net yield shly eg 
could at least “afford” to earn a relatively higher salary rate on investment to a level comparing with interest indivic 
without being penalized too severely. A good many _ yield on war bonds, the scope of profitable investment §"'S. le 
investors have no doubt done just that. The financial in securities is definitely limited. The higher the divi 
press last: year frequently featured secondary sales of dend return, the smaller must be the capital invested iff’ 27, 
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Ld . . ’ . . 
el yield of 2.9% is to be had. Also, the bigger the 
stor’s regular income, the lower the dividend vield 


~ | Sita . . . e 
ih can be retained after taxes. It is all very unsatis- 
=== Bory and quite confusing, apart from uprooting all 


“#hious concepts as to earnings, investment return and 
=fisiment objectives. 
| for instance, an investor has a regular net taxable 
me Of $100,000, instead of $50,000 as earlier assumed 
our example, and if he additionally has an invest- 
nt income of $6,000, he would be allowed to retain 
\ $720 of the latter, a miserly return of 0.7% net on a 
ital investment of $100,000. Should it harbor any 
| whatsoever, it certainly wouldn’t be worth it. 
| fhe limitations imposed by the tax law are less drastic 
Le the lower income brackets. Someone with a net 
5 ible income of $3,500 and an investment income of 
» could retain, of the latter, about $325 or a net 
wm of 3.25% on an investment of $10,000 at 5° 
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~ sis slightly better than the 2.9% return on war 
=~ Bis, vet in many cases it will be felt as a painful cut, 
—|wecfecally if the investor depends on his income for 
= ng expenses. 
|. fnder the circumstances, it is a matter of mere busi- 
,_ pecessity for a great many security holders if they 
— mine ways and means of supplementing dividend 
| fim, and a complete revision of investment objectives 
requently in order. For large investors, with sub 
tial personal incomes, the best course is a switch to 
‘dividend paying securities; for them, income return 
lost every appeal. Among medium and _ smallet 
nced Pors, the search is increasingly for more ample vield 
ey of Pcapital than dividends alone can provide. It can 
open ‘be found in equities with above average apprecia- 
con- Prospects; in other words, by bolstering income re- 
1with capital gain. This will appeal especially to 
nany Who for some reason or other can or will not forego 
Their Ftely some dividend income. In such cases there is 
n for FMuch choice and they must accept the somewhat 
le to er risk inherent in such equity investment as the 
» tax Previl. With wise selection and timing of purchases, 
ssults Pusk factor should be relatively small. 
won- 
estor Effect of Double Taxation 
d ap - 
ng at Prestor complaint does not center on individual in 
tocks fF taxes alone. The heavy weight of corporate taxes 
ields. Pusiness earnings is also imposing on him a consid- 
spect, ile sacrifice. The size of dividends nowadays is often 
id its Fnearly as large as before, or as large as_ pre-tax 
iably. #ngs would appear to justify. Taxwise, the investor 
ment #¢ing squeezed from two sides, and for the duration 
is. It Quill have to bear this burden sturdily. By stressing 
al to fal gain as his investment object, he can at least 
ation Pally mitigate the adverse impact of war-time taxa- 
entre PON his investment position. 
of re feMture capital’s dwindling return due to double 
rable FU0n of corporate profits is aptly illustrated by fig- 
it the Precently issued by the SEC. These show that 1,086 
espe: borations reporting to that agency for 1942 paid in 
ndent PME taxes on the average 63.3% of their profits after 
lished #War reserves, leaving 36.7°, of each carned dollar 
ces, |tockholders. Even if the latter were to receive in 
jority ends the full 36.7 cents left to the corporation after 
even f they have to pay their own personal income taxes 
>, the his return. If in the lowest taxable income group, 
) real. ‘ockholder’s tax on each 37 cents will be 22% or 
yield thly eight cents, so that the total tax take, corporate 
terest {# Ndividual, on the originally earned dollar is over 
tment¥Mts, leaving the stockholder only 29 cents. On the 
» divi 
ted BY 27, 1944 








same basis, the tax payer with an income of 530,000, 
partly from dividends, has a spendable income derived 
from the original profits of the corporation of thirteen 
cents on each dollar of these profits. An individual in 
the highest income brackets would have only about 
3.7 cents left after taxes. 

In terms of investment return, the net vield for some 
nears the vanishing point. According to the SEC re- 
port, the 1,086 corporations, taken together, earned 27% 
on their net worth before taxes. In other words, the 
average corporation earned $27 on cach 5100 of invest- 
ment. On this it paid 63.3% in federal income taxes, 01 
$17.09, leaving $9.91 in its treasury. If entirely dis- 
tributed as dividends, the small stockholder again pays 
22°, on his $9.91, in other words retains $7.73 for each 
$100 investment which is not a bad rate of return. But 
the top bracket taxpayer pays go% tax on his dividend, 
retaining $1 or just about 1% on his investment. All 
these calculations do not take into account state taxes 
which in many cases will further reduce the rate of re- 
turn. For the larger investor, all this justly raises the 
question: What price income? Conversely, capital gain 
as long-term investment objective assumes new impor- 
tance. 


Dept has "Tax Appeal" 


The strange working of the tax law is also apparent 
in other directions. In the corporate field, high Excess 
Profits Taxes have lent “tax appeal” to corporate debt. 
The latter, normally regarded a drawback, has suddenly 
become a distinct advantage since certain borrowed 
funds under the tax law are considered as part of capital 
investinent, thus help increase the size of the EPT ex- 
emption. The higher the capital investment, the larger 
is the amount of what under the law is considered as 
“normal profits.” Current low interest rates, making 
new financing relatively inexpensive, the high EPT rate 
of g5°4 and exemptions therefrom on invested capital 
of up to 8°¢ combine to demonstrate the tax advantage 
arising from increased capital investment. 

This advantage accrues in several ways. Under the 
tax law, if the invested capital basis is elected in the 
computation of taxes, half of certain borrowed funds 
such as bonds, notes, debentures, etc., is regarded as capi- 
tal investment. On each $1,000 indebtedness, a company 
gets a $yo annual exemption. The EPT rate, after con- 
sideration of the 10% post-war refund, is 859%; thus a 
concern is able to save 85% of $40, or about $34.20 on 
the exemption resulting from each $1,000 borrowed. 

If the average earnings base is used in computing tax 
liability, savings arise from the fact that interest payable 
is a deductible business expense. Either way, resultant 
tax savings In most instances are not inconsiderable. In 
some instances, they have been found to reduce effective 
interest costs of borrowed tunds from a 3% rate to about 
one-half of one percent. 

Even greater is the “tax appeal” if new financing takes 
the form of new preferred stock. New capital, under the 
law, can be figured at 125% of its par value in comput- 
ing capital exemption. Resultant savings in EPT, for 
instance when new preferred stock has been issued, some- 
times equal or even exceed dividends payable on the 
new stock. In other words, the company pays nothing 
for the use of the new capital as long as the present tax 
set-up continues. This showing is of course only possible 
under existing low interest rates which greatly reduce 
overall financing cost. It enables many corporations to 
bolster working funds at little or no current expense. 
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CENTENNIAL 


Father of Modern Communications 


BY 


1 Gi was just a century ago—May 24, 1844—that the first 
telegraph message was flashed from a chamber in the 
Capitol at Washington to the Baltimore & Ohio railroad 
station in Baltimore. The message was the biblical 
quotation, “What Hath God Wrought!” The man who 
tapped it out in Morse code was the inventor of this 
new-fangled method of communication: Samuel Finley 
Breese Morse. 

Morse had been an artist of some note, and had 
known comparatively little of matters mechanical and 
electrical. But he had an idea, and the idea revolu- 
tionized communication throughout the world. The 
telegraph was the most significant first application of 
electricity. By the inventive interest that it stirred in 
communication by means of “invisible waves” it pointed 
the way for the telephone, for oceanic cables and for 
radio. In considerable measure, it fathered today’s elec- 
trical age: the full, magical scope of which has yet to be 
developed in electronics, television, “telefax” telegraphy 
and other modern marvels. 

Weaving in and out of the commingled long history of 
telegraph, telephone and radio communication are some 
of the most famous names in science, industry and rail- 
roading. And from those small beginnings grew some 
of the great—and still pioneering—corporations whose 
names today are household words: American Telephone, 
the Radio Corporation of Amerca, Western Union, In- 
ternational Telephone & Telegraph, and the several 
national and international radio broadcasting systems, 
two of which—National Broadcasting and the Blue Net- 
work—were sired by R C A. 

Samuel Morse became fascinated with electricity while 
a student at Yale and dabbled with minor experiments. 
But it was years later, after he had become a famous 
portrait artist, that he turned purposefully to electrical 
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study. The electro magnet had then been  inventef Telegr 
Morse figured that, since electricity could be made eckere 
go over miles of wire almost instantaneously, the’ laid 
should be some way by which intelligence could few Yor 
transmitted electrically. He reasoned that by interrugg’¢ntor 
ing the flow of electricity over the wires he could createff’ name 
series of signals. That was the beginning of the Morannel. 
code of dots and dashes. and t 

There followed a lengthy period of frustration ages, Fi 
financial distress. The first short distance demonstled by 
tions were with crude and faulty sending and receivigp'med « 
instruments. Some of Morse’s friends finally came to tied by 
rescue. Judge Stephen Vail—Vail is a well-known nam". Jol 
in the history of communication—of Morristown, N. FF cable 
owner of the Speedwell Iron Works, advanced $2,0gfPer pu 
and machine shop facilities for design of good insug 1884. 
ments. But more years passed before Morse got recog@med, ¢ 
tion. The public—and the bankers—were skeptical Fph Ce 
the new gadget. Wer vel 

Morse tried in 1838 to get an appropriation fro 
Congress to finance an experimental interurban linea 
was turned down. He then tried to find support in EI 
land, and again failed. But in 1843 Congress, by 
narrow and somewhat indifferent vote, approprial 
$30,000 for an experimental line from Washington 
Baltimore. ‘Thus—only with Government financing-\ 
the telegraph launched. And it would not then ha 
been possible had not Louis McLane, president of ! 
Baltimore & Ohio Railroad, had the vision to recog 
its merit and its usefulness in railroading. For with 0 
$30,000, Morse could not buy land for a right of wer. Tel. 
for the wire. Instead, he was permitted to use the §%m Uni 
& O. right of way. From that day on the railroad fAttactiv 
telegraph industries were closely associated, and to@ 
most of the telegraph lines in the country follow % 
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md rights of way along many thousands of miles. 
The Washington-Baltimore line was exhibited to the 
ublic free of charge for about a year. Morse offered to 
al his invention to the Government for $100,000, but 
vas refused on the belief that the telegraph was but a 
gientific toy that would never be self-supporting. It 
mained for private enterprise—once it was convinced— 
0 spread telegraph development through the nation 
ind the world. 
Selling stock to finance expansion, Morse and _asso- 
jates extended the original line to New York City in 
346, and began licensing groups to build lines to other 
ities. A number of independent short lines were thus 
instructed. Meanwhile, Royal E. House patented a 
printing telegraph system that would receive more than 
}) words a minute in Roman let- 
Ws instead of the Morse dot and 
ah system. From this point on, 
thers more and more cashed in 
mn what Morse had started. In 
{51 a group of Rochester, N. Y., 
en, headed by Judge Samuel L. 
den and Hiram Sibley, formed 
he New York and Mississippi Val- 
ty Printing Telegraph Company 
md bought the rights to extend 
te House system west of New 
ok State. That was the genesis 
present Western Union, 
hich grew by the economically 
atural process of buying up many 
mall telegraph enterprises. The 
ginal Morse lines were merged 
hio Western Union in 1866. 
Telegraph cables had a long and 
teckered history. One of the first 
ws laid across the East River in 
kw York in 1843 by Samuel Colt, 
wentor of the revolver bearing 
sname. By 1851 there was a cable across the English 
annel. Field laid the first trans-Atlantic line from 
land to Newfoundland in 1858. Later and for many 
ts, Field’s Atlantic Telegraph Company was domi- 
ied by New Yorker James Alexander Scrymser, who 
med a number of ocean cable companies now op- 
ited by the International Telephoone and Telegraph 
mp. John W. Mackay, with a mining fortune, got into 
¢cable business with John Gordon Bennett, the news- 
ier publisher, forming Commercial Cable Company 
11884. From this beginning the Mackay System was 
med, getting a land link by buying the Postal Tele- 
yh Company in 1886. Completing the cycle, the 
er very successful Postal was acquired by Interna- 


The Radio Corp. is a pioneer in radio 
and television 


tional Telephone, eventually became bankrupt, was 
finally merged with Western Union comparatively re- 
cently. 

Alexander Graham Bell began his telephone experi- 
ments in the early 1870's, beginning with the idea of de- 
veloping a “harmonic telegraph” that would permit 
simultaneous transmission of many different messages 
over one telegraph wire. He succeeded in transmitting 
the sound of a twanging clock spring in 1875. In the 
following year, while working on what he thought was 
his “telegraph,” he summoned his associate, Thomas A. 
Watson, from a room some distance away by shouting 
into his instrument the now famous first. telephone 
message: “Mr. Watson, come here; I want you.” Unlike 
the telegraph, commercialization of the telephone was 

AVS << C‘eiatively =rapid. The present 

‘ ade American Telephone and Tele- 
graph Company, parent of the 
Bell System, was incorporated in 
1885, grew rapidly and steadily and 
is still growing. 

There were less than 2,000,000 
Bell system telephones in use by 
1GOO, 5,000,000 by 1913, 15,000,000 
by the late 1g20’s, Over 21,000,000 
at the end of last year—war-time 
expansion having been at the phe- 
nomenal rate of 1,233,700 instru- 
ments in 1g43 and 1,171,800 in 
1g 42. 

As Morse had harnessed electric 
impulses for communication ove 
wires, and Bell had used the same 
wires and current to send the hu- 
man voice, so, toward the end of 
the igth Century, another great 
figure emerged to father a further 
radical step forward in communi- 
cation: Guglielmo Marconi. He 
sent a wireless telegraph signal across the English Chan- 
nel in 1897. Very soon the Atlantic was spanned. Tech- 
nical improvement—also commercialization—was rapid, 
aided over the years by many noted scientists and the 
research stafls of many great corporations, including 
American Telephone, Western Union, General Electric, 
Westinghouse, International Telephone and the Radio 
Corporation, the latter having been formed in 1919. 
Here, incidentally, we come to another anniversay: 1944 
being the 25th year for R.C.A. 

But radio was really only “radio telegraphy” untul 
1920, when Westinghouse engineers made the world’s first 
scheduled broadcast from an experimental studio (now 
KDKA) in East Pittsburgh. (Please turn to page 211) 
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STATISTICS ON COMMUNICATIONS COMPANIES 


Federal 


Taxes 


Gross 
Revenues 
(millions) (millions) 

1943 1942 1943 1942 

$1648.1 $1469.2 $251.6 $200.5 
4, 4, 3.1 

9.0 
19.0 
3.1 
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1943 


Overall 
Coverage 
Div. 


1942 


Earned per 
Share 
Common 
1943 1942 


$9.50 $8.79 
2.24 2.22 
6.20 6.05 
6.69 6.19 
6.17 6.56 
86 .33 
5.80 8.95 


Times Fixed 
Charges 
Earned 
1942 


3 


Recent 
Price 
about 

158 
24 
108 
118 
123 
13 
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REVIEW and POST-WAR FORECAST 
FOR THE UTILITIES 


Part I 


BY OWEN EL Y 


Tue electric power and light companies have enjoyed 
a phenomenal growth in sales—far beyond the dreams 
of 1929 stockholders—but have been unable to profit 
thereby because of the steadily declining price of the 
product and the continually increasing share of revenues 
claimed by the Government for taxes. 

Part of the over-all growth in national output of 
KWH has been due to the construction of huge hydro- 
electric developments by the Federal government— 
Boulder Dam, TVA, Bonneville and Grand Coulee. In 
1929 Federal power projects produced only 300,000,000 
KWH, but in 1943 this had jumped to over 24,000,000,- 
000 or 80 times as much. With Federal encouragement 
and loans, local power agencies, including the REA and 
other local “co-ops,” increased their production from 
4 to 15 billions. Thus, total government power in- 
creased seven to eight times, while private power merely 
doubled, over the 15-year period. 

While the Government agencies concentrated entirely 
on hydroelectric developments, private companies made 
greater use of steam, which engineers now regard as a 
more efficient source of power where fuel is available. 
Generation from water-power increased 125% % in the 15 
years, only slightly less than the 132% gain registered in 
fuel-generated power. ‘The exploitation of hydro-power 
seems to have run its course for the present, as Congress 
is becoming less cooperative in supplying funds for de- 
velopment work. However, Washington is still cam- 
paigning to increase the scope of Federal power and to 
provide distributing systems for hydro developments. 
For example, the Bonneville Administrator recently 
made a tentative offer of $90,000,000 for the electric 


182 


properties of Puget Sound Power & Light, acting “join 
ly” for the local “PUDS” or public power districts, th 
City of Seattle, and Bonneville—although he had 1 
arranged any method of obtaining funds. 

The idea of “yardstick” rates has been pretty we 
abandoned, however, for utilities which compete wi 
Federal hydro properties generally have low rates, col 
parable to those which the Government might chai 
if it owned the distributing facilities. Moreover, it 
being increasingly recognized that the Government pq 
sesses a three-way advantage over the private compaii 
with respect to rates—it can save about 25% of gt 
revenues by not paying taxes, it can bond its propert 
100°% instead of 50%, and it can sell bonds on a t 
exempt instead of a taxable basis, obtaining substanial 
lower interest rates. (Frequently, of course, funds 4 
obtained directly from the U. S. Treasury.) But, 
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course, if this system were extended to all utilities, 
sumers’ savings on rates would be fully balanced by ! 
increased taxes they would have to pay, and operat 
eficiency might be reduced due to politcal managemtl 
David Lilienthal has recently written a book about TI. 
stressing the social progress which it has brought to! 
“Valley,” but he does not emphasize the fact that | 
progress has been largely financed out of the Fede 
treasury. 

The private companies have effected a trement 
war-time expansion in their output of power for int 
trial plants, and they have accomplished this without 
huge building program which the Government t 
years ago thought was necessary. Priate power capi 
at the end of 1943 was 12% larger than in 1940 buté 
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put had jumped 429¢ (Government capacity had gained 
6% and output 130%, due to completion of Bonne- 
ville, etc.). 

Naturally, the biggest gain in output since 1940 has 
jeen in “large light and power,” which means the manu- 
facturing uses. The number of KWH jumped from 59,- 
597,000,000 in 1940 (Which year had already shown a 
big gain over the prev i0us year) to 106,050,000,000 in 
1943, 4 gain of nearly 80%, though due to decreased 
rates the increase in revenue was only 51%. Despite 
forts of the Government to discourage residential con- 
wmers from using more clectricity, KWH = sold to this 
dass of customers gained 22°, and revenues 17%, while 
commercial customers (stores, theatres, etc.) increased 
a about the same rate, despite restrictions on window 
displays, dimouts, etc. ‘Total sales to all consumers as 
measured in KWH gained 58°% during 1940-43, while 
ihe revenues were up some 27% 

But unfortunately utility stockholders gained no bene- 
fits from the increased business, despite heavy wear and 
lear On properties due to forced capacity operations. Net 
earnings for stockholders dropped from 5585 million 


in 1929 to $391 million in 1934, recovered to $557 mil- 
lion in 1940, and declined to about $515 million in 
1945- 


To what extent have the utilities been affected by the 
sharp changes in character of output, and the shifts of 
population and industry resulting from the war pro- 
sam? ‘The dislocation has been much less serious than 
lor industrial companies, because of the pooling of 
power resources throughout the country. Ordinarily it is 
not profitable to transmit electricity over long distances, 
but the interconnection of practically all the major 
companies and systems and the tie-in with Federal proj- 
ects has made available vast regional “power pools” to 
vervice war industries. Moreover, munitions factories 
we frequently run with continuous day-and-night shifts, 
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w that while the daily output may be three times as 
great as with a single eight-hour shift, the “peak load” 
may be no greater. Also, the rated or “name-plate” 


capacity of most generating plants is well below their 
actual capacity, at least for “ 


peak load” operation. 
While the Government has spent large amounts for 
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construction of its hydro plants, the private utilities have 
enlarged their capacity practically without raising new 
funds. Since 1940 less than $300 million has been raised 
in new capital by the sale of securities—a drop in the 
bucket as compared to the amounts raised during the 
and the early iggos. Neither have the utilities 
borrowed from the Government. ‘Their program has 
been financed principally through use of cash provided 
by generous depreciation allowances, and earnings not 
devoted to dividends. 

While some companies have torged ahead of others 
due to larger war loads and migratory populations in 
their territories, the utilitv industry as a whole has 
shown relatively little dislocation, and will have com- 
paratively few post-war headaches. ‘The most important 
readjustment will, of course, be in the industrial power 
load, which now about two-thirds for war activities 
and one-third for civilian production. The amount of 
kilowatts has more than doubled since 1939, and the total 
now comprises about 57% of total sales to ultimate 
consumers. However, as rates for this power are very 
low, it contributes less than one-third of total revenue. 

Some experts have estimated that industrial sales will 

probably return to the pre-war level— 
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around 50-60 billion KWH-—after the 
initial post-war boom has run_ its 
course. On the other hand, with resi- 
dential occupancy in large cities at 
the highest level on record a tremen- 
dous building boom after the war ap- 
pears likely, which will automatically 
increase the use of residential electric- 
itv. A considerable part of wartime 
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savings is doubtless earmarked for 
purchase of new washing machines, 
radios, etc., which will further stimu- 
late the sale of electricity. Hence 
| residential sales (which contribute 

slightly over one-third of electric 

revenues, though they require only 

about 15°% of the kilowatts) may -be 
| relied on to take up most, if not all, 
of the slack in industrial load. 

The utilities still have their troubles 
with the regulatory commissions and 
agencies, as in the past. The trend 
toward local public ownership ap- 
pears to have run its course, however. 
In the eleven years of the New Deal. 
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Electric. Lasting 
Common. Cons. Detroit pee 
Edison Edison Edison §o & ©- 
PLANT VALUE (MILLIONS)—GROSS $746 $1,260 $349 - 
SES SS BER SR OR EE BW gre res OP TER ea a Terk art ee eR NT ee te es Perr 168 132 68 « 
Ree ETON IISA D5 rn 15 cao xine vo evs is nic era fo Saal ars yw ole ately Yare oer cae mTor nels DISIE wrote eth 16 16 7 51 
RARE RIES ATE NRE AOE DPR SAIS, CALLS SUNT 562 1,052 974 | 6 
CAPITAL RATIOS—RATIO OF SENIOR SECURITIES TO NET PLANT 61% 45% 499, 941% 
SereaAcid Meenas Its CENT PMID ERMSIOND 5 0,55: 01555 51056 5s 0:0 a nies wal ono eo wp Water win Mar eretereiee a ciesaweede 48 39 46 4 
SeenON AaRER SN OA SACS PRUE MIRIE EEN 25 10556154 46 5G: 47616 16675 Sin 64.4 1655, Bs Sse Sel etO Nd Wie aware wlSigIS Seo Sloane eerNNe a 16 — ae 
SSCA NNCIS MOEA ins Mar SNND EEE TIMER) 5510: 0 6 5 8 a wesd: 0's 09'S 6b inls 9. Ovesev od ral e- 6S averdve w eieiSarwrsielelendrark 52 45 54 32 
ANALYSIS OF REVENUES—ELECTRICITY % 90%, 80% 979, 910% 
re he ig ai bl aan ae alias 10 15 — 
DME os cine pee eG eer es oe oh 6G oa Sass oem SSG wwe ah wide a Riss SORE ES Le aes —— — aa 
MENA ARNE oes aus os orig ecw eas aie ach bow on CPG IS peas Bie iO Sus (ale WIS ie ew tate Arora chose iw eine bee —- 5 3 1 
INCOME ACCOUNT—GROSS REVENUES (MILLIONS) $181 $275 $89 ~ 
RSS RTRN AE ME RTR TERS LANCI TITIES TENET OT GUS) 6:5 5.6.0.6: 6:050 610 5 «0.00 sce! aieis.o-90.a\s ais lorave w1o 0 0:6 e Baio 'e mewenre 73 113 37 i" 
DPA MN MMMNRINIDE oa 255 fu 1k to Se ele om oo 5s Po Sse Fane a wae We <a ssa cas Ta So ceusea cS enw Sia tarot Sl bvEIGTEL SIG Gs Sis ware 9 19 5 19 
NOen aR MPCMEDINTD «5 sp ca ao 5 5 os on ooo 29 805 css 10 Gs ak ata SIS TS wa SIRI IS EAE Ta To le errr eee ee 23 29 10 10 
ieee ENUM ND MCMIIN B55 0 avs soo cigs wg ow os a SoS rs iho 51S Ws wo SWS Wino Sides te etor bwin lao Sea Eee eels 15 7 4 19 
ee MINN SSNs ot ONS 1S cs sada atest ue oe asso te or CAGU sosaoe Sis TSAI TA Or NTe Oein eI aE GIDE ies OTe GIES 4 — 11 13 
Bae Pa Te oo ove sis Geta So co uh IS Weis se eis sn a cers TST "coe eevee a ata SV ATS ar alleca ue a Te DEA Coa ees 22 48 8 3 
Deen Rev nNNRAR TES URRCCEDUE MHEETMISTEDGD 5 5 52616 5s (5 5/65 diay be serw 9 26 Sis loose Seine -alin wih ose NRO Isl b Gea ace arererou IER 35 49 14 11 
Pi eenes CRESS TNT TAC (DRE TEI GCBIDEHONIDIED 5c. a fo-s5 1076's i5 0 alee a tsios aca bw 6 aca eveisiate ew Wl evalo wieie-s Groieln eleiaibietarereioke 13 19 5 99 
Oe EE a Se a a a Ieee AS eae eran mirteey etm SOV IU ae cpr a er T RA 22 30 9 
EXPENSE RATIOS 16% 
ests RESEIEM NRA EID LENDER REMIPTARIIDS © <3 2050 15 ie 5 5 6 wie raw wae RIED Sb whe ois Wee keke wos Ag Do 14% 10% 11% 4 
ee NNEP NCD RISERS NRTVINOS 52151) 500 G's oo 9S ics. is oie ene wD wisi a TOA ALL ORS Wea ets 03 7 6 90 
ANNUM DBRS 2555 10 oss Sa ss 5 fa 0 wd cs evan me asi Yona veres time cae colcce rare enwee REN ata anes 19 | 7 6 
RSME MENTS PLEAD 6 61 os sao sole ola is Vba | 6 ia ost Aina SS SWI lniara)s Gre GoSie Cre Ge alae sa araroule seine ea sete Grierson 81 83 85 
EARNINGS RATIOS 54 
Ration net operating income to net plant account... ........ 0. . cece cee eee eect eect eee eeseeees 6.2% 4.1% 4.9% “ie 
ak MURR S LSND TE SaE RENEE INNEE DRDO MTNN EN G00 655602 (35 55 5 va tose ayo als 15-079 0516's bo logon pietaa Ow ove lw Sala Riele acoleretaeer ete 2:7 2.7 2.8 17 
Number times fixed charges & pfd. dividends earned... 1... ec ccc eee ee cence eeeeuceunes —— 1.7 — Byo9 
Emeriieee pT SERED CN PINT BUCH SIN NS ooo 5s. 5 65.50 5 6.6:0: i clei one ore 045010 6) 9: 0 c0ereie occ rarelere bieraid o-aleo ore vie 1.76 1.70 1.38 
SOURCE OF ELECTRIC POWER—PERCENT PURCHASED = en — [Bs 
Pee MN REMNTS eye siee aos alon soe es Gla late al es ws Ss 0 a ain ia ise PEAT Iomrbe ary Daiwlarbatsaleiee arate — = —— Me 
PE RED SS ooh ias oro oie aoe is oe ee SINS nis he FR aia als SOIREE AT eR Bia eae le Wh ca 100% 100% 100% 3 
SALES OF ELECTRIC POWER (DOLLARS)—% OF TOTAL 99° 
DR NMEERMNTEMN oo ta a aise otto seo aie ots ase is eee Wee les Sees aed aS PPOs OES RD oe HS BRERA 32% 32% 33% 1. 
SCID Boo SY-Sare uys eels fora so sie eS ew ee oi oie ales Hoa ota isla ror rus A elsiabers wlereiDratedv oan eevee ies 19 29 23 51 
ETC A Ob CUscik chee hnie nee sch kes wnas kw eRe as A Gaara a eterna out een alee eae etaes Meera 34 24 39 20 
Ss oo as tsa a esis aie io ios Ss fours ig Se a whee oS Sw asa iw wie sid vececa Stops Shacais Rh Simee we 15 15 5 
RESIDENTIAL ELECTRIC DATA 10 
PAVRIAGR SEMICURINIIN MRVRIUE HOTIRV ON 6 0.50 0:5:0:0'% gsi eid lessees sraraiavsinte wae WR Mdiarw dase orale Keen Sle Golan 3.7c 5.2¢ 3.1¢ - 
ee ee ee eT 26 21 1915 | 
ya DS SON ee errata Were a enn © eel ne tek gnnee Arena 15 12 14 
*Attractive For income. ** Appreciation Possibilities Above Average. c—1942 figures. | ‘ 
f—Excluding purchased power and gas from revenues; depreciation includes amortization. —Approximate (1941 data). ; 
i—Figures are frequently incomplete, and in some instances are taken from balance sheet footnotes; and effort has been made to findthe ™ T 
approximate adjustment needed to reduce to original cost. n 
— 
503 elections were in favor of public ownership, and 549 many cases followed the lead of the FPC in this respect hile ‘ 
against. A chart of these elections shows a declining with the companies under their jurisdiction, and the SEC @ be 
trend; in 1943 only 18% of those who voted on muni- has also brought pressure to bear for “write-offs” bi’ . 
cfpal ownership questions favored the proposition, as companies seeking approval of recapitalizations ani ae h 
compared with 70% in 1933. refundings. “ee 
Anoth 


In other respects, however, Washington has been able 
to maintain pressure against the utilities. The Federal 
Power Commission, which regulates the accounts of 
many utility companies, is forcing them to set up orig- 
inal cost figures on their books, although in many cases 
these are partially based on estimates, since original 
records have been lost. The State Commissions have in 
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The move is not merely to reduce plant account tl 
the original amount paid by the company now ownink 
it (on which basis the company was capitalized) but 10 
carry the figures back to “aboriginal cost,” or the datt 
“when first devoted to public service.” In some cases thi 
may mean the eventual wiping out of a considerabl 
amount of the balance sheet equity for stockholder 
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Utility Companies and Systems 





Electric-Gas Holding Cos. 


rating Cos. Common- 
*Amer. Amer. Columbia wealth 
Pacific Pacific Gas & Power & Gas &  & Southern 
6. & E. Ltg. Elec. Light (c) Elec. (c) 
§817 $211 $527 $773 $627 $1,070 
166 19 92 83 199 126 
? 8 47 E 109 241 
651 124 388 690 319 703 
41% 56% 11% 69% 62% 97% 
i) 50 68 64 55 67 
99 15 8 24 34 Le. 
32 35 24 12 11 18 
10% Sa % 86% 29% 80% 
99 100 - 9 64 9 
—— ———— _—— —— 2 10 
1 — 1 5 5 1 
$138 $57 $112 $123 $140 $189 
46 24 38 48 57 60 
5 4 7 48 7 10 
19 7 14 12 16 23 
10 5 8 16 7 11 
12 3 12% 16 20 21 
13 5 9 10 10 +5: 
33 9 24 37 23 49 
11 1 8 26 12 38 
22 8 16 11 11 11 
16°F 12% 13% 10% 11% 12% 
4 9 6 —- 5 5 
20 21 19 — 16 17 
16 84 78 70 84 714 
51% na 6.2% 5.49, 4A, 7.0%; 
31 3.1 1.9 1.4 1.9 t.3 
1.7 2.3 1.6 1.0 1.2 1.0 
9.22 3.21 2.22 43 .36 .06 
294 ssi ee ' 
103 ene 8 : 
8g — 92 
99°; - 28°, 31% 31% 33% 
51 - 13 27 12 : 
51 —- 46 30 37 
20 13 tz 20 
4,0 ~ 3.6c — 3.3¢ 2.9c 
32 43 28 214 4 36 
14 13 13 5 11 10 


Electric **Engineers**National Niagara *Public 
Power & Public Power & Hudson **North Service 
Light(c) Serv. (I) Light(c) Power American of N. J. 
$705 $211 $431 $557 $688 $654 
92 34 48 79m 176 140 
29k 18 56k 46 31k 50n 
584 159 327 432 481 464 
64% 11% 84% 85% 81% 55% 
71 62 69 67 65 46 
29 21 31 9 11 29 
29 17 31 24 24 25 
44% 14% 88% 89% 16% 54% 
32 3 3 11 3 20 
11 21 8 —_ 10 26 
13 2 1 Stet 11 _ 
$140 $74 $92 $118 $161 $183 
46 27 37 45 68 77 
7 5 6 9 10 15 
23 7 7 13 Li, 14 
18 [4 21 6 13 15 
18 ‘7 21 6 8 9 
13 b7 21 17 15 20 
33 17 21 22 30 33 
25 13 16 16 10 17 
8 4 5 6 20 16 
16% 9% 8° 11% 11% 8% 
5 7 6 7 6 8 
21 16 14 18 17 16 
77 77 77 81 82 82 
5.6°, 6.47 5.3% 6.1% 71.2% 
t.3 1.3 t:3 1.4 2.2 2.0 
1.1 1.1 3 1.2 1.8 1.2 
By .96 .16 .24 1.85 1.10 
WV) 17% 
36 50 — 
59 33 
31 : ¢ 38° < = 
25 30 waa 
29 24 - 63 
15 8 — z s 
3.7¢ 2.7¢ 3.3¢ 2.9c 
4 W115 6 Q)5 1714 14 
5 12 8 10 9 13 


j—Common stock equity has not been adjusted for plant write-offs. 
|—Plant account and capital ratios for 1943; other data 1942. 


k—Partial adjustment. 


m—The Public Service Commission of New York has expressed the view that the reserve should be increased $65,000,000. 
n—The FPC and the state commission claim that an additional $55,000,000 should be written off. 





hile some of the write-off may be amortized, this is 
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ne “‘below the line’’—out of stockholders’ money. ‘Thus 
, the utilities have gained little relief from the courts, 
hich heretofore had acted as umpires to protect the 
Mpanies from overzealous commission regulation. 

Another new regulatory theory which has come to the 
tein the past year is “straight line depreciation.” First 
ettioned in a treatise on depreciation issued by a 
’shington official under the sponsorship of NARUC 
te unofficial Association of Railway and Utility Com- 
isioners), the idea obviously appealed to some of the 
dre radical agencies. The Public Service Commission 
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olf New York employed an expert to determine how it 
would work out wtih respect to the big Niagara Hud- 
son system, which had applied for approval of a merger- 
recapitalization plan. The expert estimated that at least 
$65 million more reserve would be required, and the re- 
sult was adopted by the Commission over the protest of 
the company, which has appealed the issue to the courts. 
The SEC has been a little slow to adopt the idea but 
seems likely to follow suit. 

However, one bright spot in the regulatory picture is 
the improved relationship between the SEC and the hold- 
ing companies. The utilities (Please turn to page 210) 
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G. E. Photo 
Boulder Dam, one of America's great sources 
of electric power 





Durie 1944 utility stocks have moved in a rela- 
tively narrow range, and high grade utility bonds have 
hardly fluctuated at all. After earlier years of rapid de- 
cline and recovery the utilities appear to be sailing in 
calmer waters, awaiting the outcome of the war and the 
election with apparent confidence that the worst of 
their troubles are behind them. 

However, this may be wishful thinking to some extent, 
for new regulatory developments in the past year (such 
as “aboriginal cost” and “straight-line depreciation’) 
may furnish regulatory commissions with alibis for 
sharper rate cuts than in the past. ‘The average residen- 
tial rate has shown a fairly steady decline for at least 
three decades, and the industry has been able to absorb 
these cuts through economies permitted by increased 
unit sales—just as Henry Ford was able to lower the 
price of his car by constantly increasing mass produc- 
tion. But despite pent-up inflationary trends elsewhere 
in the economic field, and rising wages and cost mate- 
rials, Washington takes every opportunity to press for 
further reductions of plant values and rate reductions. 


MARKET OUTLOOK FOR 
UTILITY SECURITIES 


Part Ii 


BY JAMES M. GORDON 





Thus far the utilities have been able to withstand | 
effects of increased costs and taxes fairly well because 
the big gain in kilowatt sales, but when this warti 
bonanza disappears, the companies may be more vuli 
able to rate cuts. 

Recently, the New Jersey state commission arrang 
1 “profit sharing” plan with the New Jersey Powe 
Light Company which is so complicated that few ¢ 
understand it. In the prospectus on the new issues 
bonds and preferred stock, page six, it is estimated {| 
the rate adjustment, if applied to the year 1943, wo 
have amounted to some $460,000. This amounts to 8! 
of revenues, and 479% of net income for the year 1 
While it is true that the cut would be “staggered” ¢ 
a period of several years, it nevertheless reflects a shj 
reduction in earnings. 

In the merger of Virginia Electric & Power and \ 
ginia Public Service, with the refunding of bonds 4 
preferred stocks, the rate cut ordered by the Virgi 
commission was relatively moderate—only about $3 
ooo. But while the practice of the individual comm 





** Attractive for income and appreciation possibilities. 
1 Attractive for appreciation possibilities. 





STATISTICS ON OTHER LEADING UTILITIES 


Times 
Gross Federal Fixed Overall Earned 
Revenues Taxes Charges Coverage per Share Recent 1943 
(millions) (millions) Earned  Pfd. Div. Common Price Cash Yield 
1943 1942 1943 1942 1943 1942 19431943 1943 1942 (About) Div (Aboullf 
ELEC.-GAS. OPER. COS. 
Boston Eaison..............- $43.6 $40.5 $6.1 $5.0 42 4.4 No Pfd. $2.18 $2.30 36 $2.00 5.6" 
Gonsol: Kons (Galt). ....0.0 05. Ba:6 47:4 29 42 35 3:5 2:3 2:3 4.34 4.20 67 3.60 5.4 
P*COnSON. MBE. KGESs 6.5 ccs sces 62.4 566 63 32 — - No Ptd. 4.14 4.28 30 2.00: 67 
"EAURDSD OBE MSDS 6.05 6i6:<.05 6) se 7.8 8.1 1.3 1.5 6. 5. 2 S52 4:3 3.49 3.32 31 2.40 yA 
SO RCM MECHSON « 5'0 sic 0:sies0:siee's 57.1 53.2 130 98 29 30 19 2.0 1.44 1.59 23 1.50 65 
Washington Gas. Lt........... 13.7 12.6 oa aT 2S: 324 ie AT 2:21 2:02 23 1.50 6.5 
*Attractive for incomes. ** Attractive for income and appreciation possibilities. t Indicated 1944 rate. 
ELEC.-GAS HOLDING COS. 
**Amer. Lt. & Traction.......... $47.8 $545 $5.4 $5.0 3.1 3:0 20 21 $1.35 $1.78 17 $1.20 7.1! 
Amer. Water Works.......... 74.1 686 422 105 13 1:3 2 12 1.10 1.06 634 ~- -— 
“Elec. Bond & Sharet.......... 8.9 9.1 25 %26— — — 2 7 (D337 ‘D4 8 - — 
TPORTR EET U8 o.6 6 os onieesces 108 11.2 1:6. 4.7 °2: 20 19 1:6 1:85 1.51 16 1.50 9.4 
tMiddle West.............00. 81.1 77.4 12.0 9.7 1. 1.2 No Pfd. 1.21 1.14 11 {50 46 
*United Gas Impr............. 28.9 26.5 4.4 3.8 46 60 No Pfd. .38 52 134 20 115 
* Attractive for yield. {Parent Company report. D—Deficit 
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sions may differ, it is obviously becoming “fashionable” 
to make refundings and property sales the occasion for 
both plant write-offs and rate cuts. Thus the benefits 
from these developments usually flow more to consumers 
than to stockholders—though, of course, it is necessary 
to analyze each individual case in order to appraise the 
results. There is perhaps a “silver lining” in these re- 
adjustments in that the utilities regulatory position 1s 
clarified and the balance sheet strengthened, while rate 
reductions may result in stimulating sales. 

In considering the market trend of utility stocks, it is 
always essential to distinguish between the operating 
and the holding companies. ‘The former are, of course, 
much more stable since most of them do not have the 
“high leverage” which characterizes the holding com- 
panies. A few holding company equities, however, have 
had good dividend records and are sometimes classed 
with the operating stocks—such as American Gas & 
Electric, North American, American Light & Traction, 
United Gas Improvement, Public Service of New Jersey, 
etc. UGI, for example, has paid dividends regularly 
since 1885—a longer record than for any of the operat- 
ing companies. 

Sharp Price Savings 

However, because of SEC regulation of holding com- 
panies, even these better issues have at times been sub- 
ject to sharp price savings. Other holding company 
stocks have fluctuated even more widely in recent years. 
Most of them made their all-time lows about two years 
ago, at which time prices averaged only about 6% of the 
i929 high level. Current prices are about 214 times as 
high as two years ago, yet still only about a seventh of 
the 1929 peak. It is difficult to generalize regarding the 
holding company issues because of the wide variations 
in capital set-up, share earnings and SEC integration 
proceedings. Each issue must be carefully studied with 
respect to future changes of system earning-power which 
may result from geographic integration, application of 
proceeds of subsidiary sales to debt retirement, capital 
simplification programs, tax changes due to breaking up 
consolidated system returns, etc. 

While most of the better-known operating stocks sell 
at about 14 times earnings to yield around 6 to 614%, 
there are some exceptions—Puget Sound Power & Light, 
for example, sells at about 5 times earnings, to yield 
about 10%. Some of the new common stocks sold by 
the holding companies during the past year are also 
available on a more attractive price-earnings ratio than 
the seasoned issues. There are six of these—in the order of 
sale—Houston Lighting & Power, Idaho Power, Public 
Service of Colorado, Central Vermont Public Service, 
Derby Gas & Electric and Central Illinois Electric & Gas. 
These issues were sold at about g-12 times earnings, 
though in almost every case it is necessary to qualify the 
figures with an explanation regarding dividend restric- 
tions or special plant amortization charges. In market- 
ing these issues greater attention was probably paid to 
the dividend rate than to the price-carnings ratio. In 
each case, the regular or prospective dividend rate was 
carefully specified, the yield usually working out at be- 
tween 6 and 7%—except for Derby which yielded close 
to g%. Some of these issues may still prove of greater 
interest to bargain-hunting investors than the old-line 
seasoned issues. ’ 

At times investors have shown considerable partiality 
for “growth” companies in the industrial stocks. Less 
attention has been paid to this (Please turn to page 209) 
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High Lights of Integration Program 
For Utility Holding Companies 


American & Foreign Power is itself subject to SEC 
regulation, though its subsidiaries are not; relations 
with Electric Bond have been clarified, and a recap 
plan now seems in order to simplify set-up and dispose 
of dividend arrears. 

American Gas & Electric is one of the “solid” hold- 
ing company systems which dees not require capital 
simplification, but it may have to dispose of Scranton 
Electric and Atlantic City Electric eventually. 

American Power & Light proposes to recapitalize, 
giving preferred go% and common 10° of new com- 
mon; bonds are being retired. Eventually stocks of 
numerous subsidiaries will be distributed to holders 
of new common. 

American Water Works submitted a tentative in- 
tegration plan in 1937, retaining top company and 
eliminating the sub-holding company, West Penn 
Electric; but necessary financing has been deferred. 

Associated Gas & Electric has made rapid progress in 
the past year with system refunding operations; a 
recapitalization-merger plan has been approved by the 
SEC and awaits Federal Court approval. 

Cities Service Power & Light has retired all bonds 
and preferred stocks, will probably sell remaining 
properties except Ohio Companies; Cities Service 
Company might then distribute the common to its 
own preferred stockholders in connection with a recap. 

Columbia Gas & Electric is in good financial posi- 
tion, but might have to divorce its electric and gas sys- 
stems, possibly recapitalize on an all-common basis 
(after retiring bonds by sale of electric properties). 

Commonwealth & Southern’s plan for recapitaliza- 
tion (85°, new common to preferred, 154¢ to common, 
with distribution of northern companies’ stocks) seems 
likely to obtain SEC approval but may be delayed by 
common stockholders’ objections. 

Electric Bond & Share is gradually retiring its pre- 
ferred stocks; many questions of subordination and 
recapitalization (of subsidiaries) remain to be solved 
before the position of the common can be appraised. 

Electric Power & Light has presented the SEC with a 
recap plan for United Gas, which should prove ad- 
vantageous to preferred stockholders, but litigation 
may delay it. 

Engineers Public Service is consummating a merger- 
refunding for its Virginia subsidiary, and earnings are 
expected to increase; problems remain with respect to 
geographic integration. 

National Power & Light is awaiting SEC permission 
to distribute remaining holdings to stockholders. 

North American last summer presented an elaborate 
plan as a temporary solution of integration require- 
ments; SEC reaction is not yet indicated. 

United Corp. is expected (if the SEC approves) to 
make an exchange tender offer to preferred stockhold- 
ers (11% shares Philadelphia Electric, 14 share Del- 
aware Power & Light, $3.75 cash). 

United Gas Improvement is continuing its 59-year 
dividend record but is now only a “shell,” having dis- 
tributed most of its assets. 

United Light & Power's recap plan has been ap- 
proved by the SEC and two Federal courts, but will be 
appealed to the Supreme Court bv preferred stock- 


holders who want 100% instead of 95°; of assets. 
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Today and Tomorrow 
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Eecrricat goods embrace a large number of 
things, but in the narrower sense it means light bulbs, 
switches, dynamos and motors, and household electrical 
appliances. Therefore, the discussion of radio, television, 
electronics, batteries, motor car electric appliances, etc., is 
not included in this study. Some of the companies which 
are in this field are also in radio, and other activities such 
as General Electric and Westinghouse, but they are even 
more in the field of electrical goods and home appliances. 

During the war period, practically all of these com- 
panies have been engaged in making their normal prod- 
ucts for the use of the armed forces and many of them 
have also gone into special work, including the making 
of shells, guns, and other direct war supplies. There has 
also been a certain amount of work for the civilian 
population, with some production allowed, but some 
branches of this industry are now entirely without activi- 
ties for civilian use. The post-war reconversion prob- 
lems in much of this industry are of small importance 
and some parts of the business will have only a short lag 
before turning to their normal output, while other parts 
will go right from their present work to civilian needs 
with no changeover or delay. 

In a few lines, such as light bulbs, a fairly large pro- 
duction for use of the civilian population has been car- 
ried on throughout the war period, and here there is not 
the huge accumulated need which exists in some other 
places in this business. There is always an enormous 
demand for light bulbs, however, and some sizes and 
shapes have been discontinued, while the surplus in the 
hands of distributors is small and will have to be built 
up again. So, even here, a large volume of work can be 
expected for a long time after the war ends, in addition 
to the normally large, constant replacement demand for 
this line of electrical goods. 

Certain household appliances have been out of pro- 
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duction for civilian use, or turned out in very limited 
quantities, during the past two years. This applies espe- 
cially to toasters, as this is a more fragile article than 
many other home appliances, and numerous old ones 
have been discarded, with no replacements available. 
Electric irons, vacuum cleaners, refrigerators, mixers, 
washing machines, etc., have been virtually out of pro- 
duction for two years and the accumulated demand is 
believed to be of such proportions that several years of 
heavy sales can be expected before the market is fully 
supplied. The coming boom in building of new dwell- 
ings will also provide a big market for a long time for 
home appliances and for light bulbs. 

While the radio, television and electronics field is 
not discussed here by itself, it is a source of large orders 
of various kinds from the makers of general lines of elec- 
trical equipment, and will continue to be in the future. 
Many of the real discoveries which will make vast 
changes in this field have been a result of wartime ex- 
perimentation and laboratory research. Radar has been 
developed beyond the imagination, and it will be put to 
many uses in the future. The use of electric motors in 
war work has been from the smallest sizes that could be 
held in one hand to the huge motors for the propulsion 
of battleships. Many improvements and refinements in 
electric motor making will be turned from war use to 
peace needs. 

One of the developments of the war which will beriefit 
this industry is the decided raising of the scale of living 
of millions of people. Not only those from backward 
communities and lower economic strata, who went into 
the armed forces, have learned to depend upon many 
electrical “gadgets” and appliances which they never 
used before, but so have other millions who went from 
mountain and rural communities to work in war plants. 
It might be said that once they have learned the use of 
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‘year by nearly $400,000,000. 


_the end of the year, is for smaller net income before taxes 
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sich things, they will want them for their own in the 
future. To these who had never used them before can 
be added those who lived on a lower scale in cities and 
could not afford such items before, but have been able 
to buy such of them as are available, because of getting 
higher wages from war plants than they ever had before. 

General Electric is engaged in practically everything 
that pertains to this industry. It has been the largest 
maker and seller of electric light bulbs. This activity is 
certain to continue to be its largest item in unit sales, 
although not in money value. The household equip- 
ment field offers a greater dollar volume. This com- 
pany is in every part of it: electrical refrigerators, air 
conditioning, electrically operated oil burners, vacuum 
cleaners, toasters, waffle makers, washing machines, elec- 
tric irons, and a dozen other items. General Electric is 
one of the largest makers of radios, has developed a num- 
ber of new electronics devices, is planning to make tele- 
vision sets, operates a television broadcasting station. It 
is one of the leaders in the heavy goods: dynamos and 
generators. A pre-war development of this company 
which was of significance as possibly marking a complete 
change in railroad operation was in making electric- 
diesel engines. This was gaining new markets when the 


than last year, but also for less taxes and probably about 
the same net after taxes. 

General Electric has 28,810,720 shares of capital stock. 
That is a handicap to it in that it means a huge dolla 
sum is needed to provide much in the way of per share 
earnings. Westinghouse Electric & Manufacturing Co. 
is not so burdened, even though it has $20,000,000 in 
bonds and 79,974 shares of preferred stock ahead of its 
common, whereas General Electric has no bonds or pre- 
ferred stock. The bonds and preferred of Westinghouse 
take only about $700,000 a year total for interest and 


fixed dividends, and after that is taken care of, the re- 
maining dollars of net earnings have to cover ape 3,- 
126,581 shares of common stock, or less than 10% of the 
number of shares that General Electric has. ie is true 


that the preferred participates equally with the common 
in dividends, but that is a small sum to come out of 
earnings, on such a small issue of preferred. 
Westinghouse is in nearly every electrical activity that 
the larger company is in: lamps, electric refrigeration, 
air conditioning, heavy motors and generators, etc., but 
on a scale about half as large, with the 1943 gross $714,- 
300,000 against $487,300,000 for this item in 1942. Net 
earnings, however, have been a different story. In 1943, 





STATISTICS ON ELECTRICAL EQUIPMENT STOCKS 


Earned per Share 


Dividends per Share 


*Net Current Price Ranges—High—Low 


Average Average verage Book Assets Recent 
Name 1936-38 1940.42 1943 1936.49 1943 Value PerSh. 1936-42 1943-44 Price 
Black & Decket....eccccesccses $2.00 $2.39 $3.22S. $1.14 $1.60 $20.77 $12.51 38 - 934 1934-16 1814 
Chicago Flexible Shaft.......... 7.23 7.69 6.42D. 4.88 4.00 36.95 25.18 84 -35 93 "76414 8914 
Cutler-Flammer.....-..cccccces 1.22 2.45 4.60 1.09 1.25 16.59 8.36 4534-1254 2634-15% 22% 
Easy Washing Machine ''B”..... 0.38 0.48 0.45E 0.45 0.3714 8.13 248 154%-1% 6%4- 2% 5% 
Emerson Elec. Mfg........----++ def. .02 0.90 2.01S 0.09 0.50 9.19 7.86 105-2 11%- 43; 111% 
Eureka Vacuum Cleaner......... def. .42 def .20 2.08) 0.18 0.3714 9.95 5.80 15%-1% 934- 334 «7 
Drenetal EecWie sc .s< co cosas s ocee's 1.54 1.70 1.56 1.55 1.40 14.19 6.719 647%-2114 397%-303%4 36 
Die MNMTEIN 0s <.6'0.c'0-0/4:e bie 6's18 0: 1.82 1.53 1.30 0.28 0.50 15.52 11.74 164-5 12%- 7% 11 
Raaster BlGCHCa6.oc 55 c:c.ce0 ese s os 2.66 3.33 3.22 1.57 1.40 14.49 1860 42 -10 32 -22 2514 
WRN occ oo cisieieievosaieeeveiens 0.55 0.22 0.34 O45 eee 3.41 3.67 2115-1 14-24% 5% 
McGraw Electric............0- 2.85 2.70 2.11 1.68 1.50 10.62 7.22 29 -10 3014-1914 28 
— ERE eee EOE 2.60 5.11 4.97 2.07 2.00 16.96 10.00 4834-1215 42 -33 36 
estinghouse Elec. & Mfg....... 5.44 6.58 6.97 4.48 4.00 88.04 59.51 1673<-6134 100 -81 98 
Western Elec. Instrument........ 1.86 4.77 3.86 1.38 2.00 29.71 51.52 3734-91 40 -31 3214 
*On common, without regard to senior securities. S.—Year to Sept. 30. D.—Year to Dec. 25. E.—Estimated. J.—Year to July 31. 





war interrupted the work. It is expected to be resumed 
on a much larger scale in the post-war era and it may be 
that diesel locomotives will replace thousands of the 
coal and oil burning locomotives now in use, within a 
few years. Besides all of these products and many others 
in completed form, this company makes thousands of 
smal] items: switches, fuses, special wiring, coils, etc. As 
have so many other companies in various lines of busi- 
ness, General Electric has also gone into the making of 
plastics. 

General Electric did $1,357,780,047 gross business in 
1943. This was after a voluntary price reduction on 
Government work to an amount not disclosed in the 
annual report. The 1943 gross exceeded the previous 
Earnings available for divi- 
dends equalled $1.56 a share, the same amount as in the 
preceding year, but the net income in 1943 before special 
reserves was $2.19 a share against $2.15 in 1942. Taxes 
in 1943 were nearly $13,000,000 larger than the year be- 
fore. At the end of the year, the net current assets of 
$196,028,420 were nearly $21,000,000 larger than the year 
before. General Electric is strongly intrenched for post- 
war activity, which may be smaller in total volume but is 
likely to be more profitable than the war work has been. 
The outlook for 1944 earnings, if the war should last to 





1944 





net after deducting $2.11 a share for contingent reserves, 
equalled $6.97 a share. The latter figure is about 7% 
on the recent market price of the stock, whereas General 
Electric’s earnings in 1943 are a little over 4% on the 
market price. In the past three years, Westinghouse was 
able to show an average of above $6.50 a share, after an 
average of $1.35 a share annually for post-war reserves. 
In past years, Westinghouse has paid better average 
dividends than General Electric and can be expected to 
pay more than the present $4 dividend in the post-war 
period. The prospects for 1944 earnings of Westing- 
house indicate that it will better last year, for it reported 
$1.44 a share in the first quarter against $1.30 in that 
period of 1943, while it has a backlog of orders of not 
far from a billion dollars, which makes it probable that 
another year of capacity production will be seen. 
McGraw Electric Co. is one of the largest makers of 
certain specialized household electrical appliances. 
“Toastmaster” and “Wafflemaster” are its two best known 
lines, and it is also an important factor in fuses, lamps 
and other products. The company is expected to have 
very large sales after the war for these appliances, with 
the public having to get along without them during the 
war period. McGraw has done a lot of Government 
work and its earnings have held up well. Income in 1943 
was $2.11 a share, the same as the year before, while for 
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a long period, net of better than $2 a share was shown 


each year. The $1 regular rate will probably be in- 
creased after the war, while further extras such as the 50 
cents paid in 1943 are expected this year. 

Black & Decker Co. had a prominent place in furnish- 
ing the motor car and building trades with electrically 
operated tools in pre-war days, and as both of these in- 
dustries are expected to have boom times in the post-war 
period, this company should do very well. It has sup- 
plied the armed forces with quantities of its electric 
saws, drills, screw drivers, hammers and similar electric 
tools. The company also makes electric motors. Earn- 
ings have been large in recent years. The 1943 net was 
$3.22 a share. The dividend rate is $1.60. 

Cutler-Hammer, Inc., is another specialist, with its 
main products consisting of electric meters, controllers, 
automatic starters, etc., and they are used in a number 
of industries. The past earning record has been good, 
with the best results in 1943 when net was $3.08 a share 
after $1.52 a share special reserves. The dividend rate 


is $1.25. This may be enlarged in 1944, as 35 cents a 
quarter of this year. 


share was paid in the first 

Square D Co. 
makes switches, pan- 
els, fuses, controllers, 
switchboards, fire 
alarm equipment, 
etc., and this has been 
a prosperous com- 
pany for many years. 
The 1943 earnings 
were $4.97 a share, 
against $3.04 the year 
before. Some falling 
off may be experi- 
enced this year, as net 
in the first quarter 
was $1.18 a _ share 
against $1.58 i the 
first three months of 
1943. The dividend 
rate is $2, with indi- 
cations that it will be 
continued this vear. 

Weston Electric In- 
strument Corp. makes 





radio supplies and 
over 600 different 
kinds of — electrical 
measuring instru- 


ments for use in the 
motor car, telephone, electric light and power indus- 
tries. During the war period, it has made large sales to 
airplane manufacturers. Earnings have been large in 
the past five years but were only fair before that, but a 
volume of business sufficient to maintain the $2 dividend 
rate is expected after the war. 

Master Electric Co. is another of the smaller units in 
the electrical field which has experienced some falling 
off in its business and earnings in recent months, with 
the first quarter of 1944 showing only 78 cents a share 
earned, whereas the figure was $1.51 for the same period 
in 1943. It is engaged in the making of electric motors 
from fractional horse-power size to upward of 150 horse- 
power. It also makes generators and controls. The 
$1.40 divdend rate seems secure. Past earnings have 
been good, with $2.50 to nearly $4 a share shown in a 
number of years. 

Chicago Flexible Shaft Co. is engaged in making a 
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A modern electrical power plant, one of the numerous products 
of the heavy electrical equipment makers. 


number of household electrical appliances, including 
toasters, irons, heating pads, percolators, food mixers and 
other items sold under trade names. It also makes elec. 
tric lawn sprinklers, electric razors and other specialized 
items. It takes its name from the orignal main line of 
the company, being a flexible-shaft animal clipper, elec. 
trically operated, also a sheep clipper. Another branch 
of its business is in making furnaces and stoves. The 
company has had an unusual earnings record, having 
net income even in such a poor year for most businesses 
as 1932. Starting in 1936, net income of better than $5, a 
share each year has been shown. The top figure was 
$8.80 a share in 1939. For the year to December 35, 
1943, it was $6.42 a share. Dividends above $3 a share 
have been paid in every year starting in 1936 and in 
some years $6 was paid. The capitalization is small, 
consisting of only 179,917 shares, with no preferred or 
bonds ahead of it. Post-war prospects for business and 
earnings seem quite promising. 

Line Material Co. makes electric transmission equip. 
ment, which includes fuses, switches, transformers, 
street lighting equipment, etc. The total individual 
items made by it are 
about 5,000. The 
principal — customers 
are the public utility 
companies and mu. 
nicipalities. Earnings 
in 1943 were $1.30 a 
share against $1.32 in 
1942. The dividend 
rate on the stock is 
50 cents a share. 

Eureka Vacuum 
Cleaner Co. had fair 
earnings through the 
early 1930s, then ran 
into large — deficits 
from 1938 to 1941, in- 
clusive, followed by 
net income of $2.09 
a share for the year to 
July 31. 1942 and 
$2.08 a share for the 
1943 fiscal year. For 
the six months to 
January 31, 1944, it 
reported 42 cents a 
share against 3g cents 
a share for the same 
period in the previ- 
ous year. As a very large post-war demand for vacuum 
cleaners is indicated, the prospects seem good for earn- 
ings to hold up well, for a year or two at least. The 
dividend rate since the second quarter of 1943 has been 
121% cents a share quarterly. 

Emerson Electric Manufacturing Co. formerly  spe- 
cialized in making electric fans, but in recent years has 
added the making of electric motors, from small fraction 
of a horsepower to 5 horsepower, also going into the 
arc-welding field. In the past year the company went 
into the making of war supplies on a large scale, includ- 
ing airplane turrets, and various other airplane parts. 
The post-war outlook for its regular line appears quite 
promising, as it specialized in small motors used in elec 
tric refrigerators, washing machines, air conditioning, 
and similar home supply units, with these lines expected 
to be in great demand by the civilian population when 
their manufacture is resumed. (Please turn to page 203) 
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BY J. S. 





either made 


Many of one’s expenditures 
nonthly basis or the bills therefor are paid monthly. 
farned income of employed persons is received weekly, 


are on a 


biweekly or monthly. Obviously, convenience would 
be served if investment income were so planned as to 
be received in approximately equal monthly amounts. 
In promoting sales of endowment or retirement poli- 


An Investment Plan For 
Steady Monthly Income 


WILLIAMS 

















sarily, it can not be suitable for all investors. It he does 
not have reliable, professional counsel, the investor has 
to assume responsibility for deciding what degree of 


compromise between safety first and reasonably good 
vield is suitable in his own situation. 
This portfolio is set up, by wav of example, for an 


with an income 


‘steady monthly income.” And while 


fciaries. In the case of income from 
ments, however, in most cases only 


(ime pattern of interest or dividend receipts. 
Among investors who have dependents- 
and that is a high percentage of all who en- 
deavor to accumulate as large an estate as 
possible through savings—there is often a 
curious and indefensible contrast between 
meticulous planning of insurance protection 
on the one hand but with, on the other hand. 
a security investment policy so haphazard 
that it can not be called “planned” in any 
literal sense. Yet when death comes, both the 
safety of one’s security investments and the 
regularity of income return therefrom are no 
less important to beneficiaries of one’s will 
than is the type of insurance protection. 
The construction of an investment port- 
lolio for income return in approximately 
qqual monthly amounts is not a particularly 
dificult problem in itself. The chief difficulty 
-common to all income investment, regard- 
less of the time pattern of return therefrom— 
sto get both adequate yield on capital and 
adequate safety. Where two securities appear. 
o careful study, to be of equal merit, one 
desiring a regular monthly investment re- 
turn will choose the one that fits best in the 
time plan for income receipts. Let me 
emphasize most emphatically, however, that 
where securities are of differing quality, one 
must guard against accepting the inferior is- 
ue merely because its income payments hap- 
pen to fit in with the preconceived plan for 
monthly return. Rather than do this, one 
might better accept somewhat more uneven 
monthly income. However, with adequate 
care in selection, one can have a monthly 
investment income program involving no 
more risk than is taken in a portfolio un- 
planned so far as concerns regular spacing of 
interest and dividend payments. 
The program presented here is a medium 
quality, “business man’s risk” pertfolio. Neces- 
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cies, INSurance Companies make much of the feature of 
Various options 
we available under life insurance policies, many policy 
holders elect to provide monthly income for their bene- as _ to 
security 
retired individuals 
sive much thought to planned regularity of income. 
Others, to whom return from securities is a supplement 
io earned income, often pay little or no heed to the 


investment of approximately $40,000, 
return of $2,048 or 5.07%. It can, of course, be adapted 
to investments of smaller or larger amounts. But since 
attention has been paid to dear ata modifications 
total investment should be made by decreasing 
or increasing amounts of each security rather than by 
deletions which would radically alter either the diversi- 
fication or the balance between bonds, preferred stocks 
and common stocks. 

A majority of the common 


invest- 


(Please turn to page 203) 





MONTHLY SCHEDULE OF INCOME PAYMENTS 
PAYMENTS IN JANUARY. 




















$2,000 Pittston Co. 512% debentures, 1964, interest... 2... ccc cccccccccccccccccccece $55.00 
20 shares Remington- Rand $4.50 preferred stock, SS EEO EET PETE LEC CT CE PUCT EOE 22.50 
50 shares Ch & Ohio stock, BL Te DRE TAREE GCE Sart 37.50 
80 shares Paramount fsa common stock, URE 0 2 Stas ty eae ne se 32.00 
50 shares C + Trust CE. watcenweneewbudeeseue es 30.00 
Total for month $177.00 
PAYMENTS IN FEBRUARY 
2,000 | | Tel & Tel h 5% debentures, 1955, interest........-.----- $50.00 
20 shares Federated Department Stores preferred stock, dividend. .........-----eeeeeceeee 21.25 
20 shares Radio-Keith-Orpheum $6 preferred stock, dividend.........-..-0csceeeceeeceee 30.00 
20 shares Consolidated Edison $5 preferred stock, dividend...........--2.eeeceeeeeeeees 25.00 
75 shares McGraw Electric common stock, OE AT LS EE RRR ee 18.75 
100 shares Dome Mine common stock, dividend ME WIEN. Sinn vacedwsnaceasaneces 30.00 
Tota formonth $175.00 
PAYMENTS IN MARCH 
$2,000 American & Foreign Power 5% debentures, due 2030, interest. ............0-0005 $50.00 
$2,000 Atlantic Coast line first 4% bonds, due 1952, interest..........-.0cee cece eccceee 40.00 
60 shares Allis-Chalmers Mfg. common stock, dividend...........-2-22ecccceeceeecceece 15.00 
20 shares Westinghouse Electric & Mfg. common stock, dividend..............0eeeeeeeee 20.00 
30 shares American Tobacco ‘'B” common stock, dividend..........-.-00eeeeeeececeveee 22.50 
30 shares Sterling Drug common stock, dividend............ 00 cc cccecererereeeeesereees 22.50 
Total for month $170.00 
PAYMENTS IN APRIL 
2. 000 New York ee 4). 2% bonds, ete, WIS 6 onto scone vececceveccedeces $45.00 
d $4. TASTES Rs OORT ST DEER NE 22.50 
4 Ch ke & Ohie - IN Aha bet acrecaeck Sannsedeecesdcasudeennes aka 37.50 
er CII 0 icc a Cac eeneccdciccnececcese cuedtcassebseacsawage 37.50 
50 Commercial Investment Trust common, dividend. ......-.-.-. 20-2 c ccc ceeeeeeceereees 30.00 
Total for month.. $167.00 
PAYMENTS IN MAY 
$2,000 Southern Pacific 4'2% bonds due 1981, interest... .-.. 2... eee ee cee eee e neces $45.00 
20 Federated Dept. Stores $4.25 preferred, dividend............-.-ccccececcceeeeeceees 21.25 
4 Redio-Keith-Orpheum preferred, cao gcnccetadnabnaws cacesewedeseseeenws 





Edison p — 
* pr Electric-common, dividend. . 
100 Dome Mines—common, dividend... . 





PAYMENTS IN JUNE 





$2,000 Pittsburgh & West Virginia 4'>% first mtg. bonds due 1958, interest..........-+.6. $45.00 
ee I CI aio g oa cc vcnecenecccccetrercdccsoccactsatesecuc 15.00 
40 Standard Oil of New Jersey common stock, dividend. .........-..ccccececececeeeeee 40.00 
ee eee UE COINS CIID oo ooo 6 cs écccocinccdecareccnedecheecececuaes 20.00 
Be ee CEE UNE, Oo. oo nc Ke acixaccdccccecrcccenscetaccesbeccecedes 22.50 
ee Ee TEE IN CN oo Goo 5 cc ccee wn dcowwdvideeuedecdeusacuaanuodeedegee 22.50 
Total for month $165.00 
PAYMENTS IN JULY 
SN IEE ree acca cane cane cccccaccecccwernveesnhetthvnruncegdenansaeeake $177.00 
PAYMENTS iN AUGUST 
EIN de a ic aia’ «ars: é: aie da cidedsmesudoddavesnagwaus deadeseanseeuees $175.00 
PAYMENTS. IN SEPTEMBER 
I Rarer e a ae si Weln wkolccciak inbuesa tease ee awavccedamensgesaaeneoaa $170.00 
PAYMENTS IN OCTOBER 
eee ieee hie ag eka b6 40 0es ee ee ve cecandanbeased eencdsenanaeaseeeene $167.00 
PAYMENTS IN NOVEMBER 
RADU SUAGHOMEUNE CH EAS Leds oc casvtinassef ae medudevednassecnwueseeeeedd $170.00 
PAYMENTS. IN DECEMBER 
UI ago Gdcdcidee avcecccledecaccvectenecvacaacdevenseeasres ceeenagiacuacueas __ $165.00 
Total for Year $2048.00 
191 
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Chrysler Photo 


To include automobiles among’ Editor's Note: 
the industries having above-aver- 
age post-war potentials involves no 
debate and requires no use of the 
imagination. The civilian demand 
waiting to be served is unprece- 
dented. Moreover, quite aside from 
large deferred needs, under any 
condition of high or satisfactory 
national income this industry is 
always one of the most dynamic. 

When, however, one turns to 
choice of motor stocks for investment or speculation 
there is plenty of room for discussion. On sheer size, 
total share of the business, diversification and “prestige,” 
General Motors is generally regarded as the No. 1 com- 
pany in the field. If—on the basis of average peace-time 
earnings and dividends—General Motors common were 
priced fairly close to Chrysler, that stock would be our 
investment choice. 

But such is not the case. On a comparative basis, ex- 
cellent though it may be as a company, we consider 
General Motors over-priced, Chrysler the more attractive 
investment buy for income and appreciation. On dem- 
onstrated peace-time earnings and dividends over a long 
period of years, you get more for your money in Chrys- 
ler. And this also is an excellent company. It has able, 
aggressive management; an impregnable financial posi- 
tion. Beginning in the late 1920's it carved out for itself 
a strong position in the most competitive of all indus- 
tries and has fully proven its ability to get from a fifth 
to a quarter of the country’s entire passenger car volume 
year-in and year-out against the pressure of all-comers, 
including General Motors. 

Chrysler’s sole capitalization is 4,351,000 shares of 
capital stock, contrasting with 44,880,000 shares of Gen- 
eral Motors common, which is preceded by 1,835,000 


a 3 


This is the fifth of a 
sertes of articles on industries we believe 
most promising .from an_ investment- 
speculative point of view. From each, 
two stocks will be selected: 
servalive choice for income and appre- 
ciation; the other, our choice for more 
speculative investment. For guidance on 
timing of purchases, follow the A. T. 
Miller market analysts in the fore part 
of each issue of this publication. 


No. 5 - AUTOMOBILES 


Our Two Stock Selections: 


Chrysler; Studebaker 


BY WARD GATES 


shares of $5 cumulative preferred. 
Chrysler is not only the more at 
tractively priced of the two on 
demonstrated past earnings and 
dividends per share and on post 
war per share potentials, but on 
the broader market moves charac 
teristically rises by a greater per 
centage than General Motors. 
Motor car makers are “up (9 
their ears” in shells and tanks and 
airplane engines at present, and 
have been since early in 1942 when the last cars for civ. 
ilian use were made. As a whole, they have had good 
profits from this business, but not what they had, in 
many cases, in normal years before the war, nor noth 
ing much as compared to the indicated very large 
profits which are expected to develop from the boom im 
passenger car sales when the war is over. This is not 
going to develop immediately after Hitler and his fol 
lowers are defeated in Europe, as it will take several 
months (some estimate well over six months) to conver 
plants to peace-time output. Furthermore, some part of 
the plants will still have to be devoted to war goods afte 
Germany is defeated and before the final mopping up 
of the Japs. Hence, it may well be a full year after vic 
tory in Europe before the pleasure car assembly line 
are turning out their full quotas of automobiles. 
When full production is an actuality, it is expected 
that not less than three years of capacity business will 
follow, with possibilities of a much longer period tha 
that. Prices for new cars will be higher than they wer 
for the same models in 1941-2, representing in part the 
rise in labor costs, also the cost of converting the plant 
from munitions, engines and tanks to automobiles. Al 
this time, the replacement demand alone might accouml 
for two years of full production of cars. A leading com 
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ded in the second year, but the 
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nny estimates that 5,000 cars a day are being scrapped, 
wd this alone might mean that if the war ended before 
xt December 31, a total of over 5,000,000 cars would 
we been scrapped since the last civilian sales by the 
anufacturers. A vast number of other cars are more 
ban five years old, and possibly over 5,000,000 of those 
gw in service are more than ten years old. The people 
{the United States have more billions in actual cash 
han they ever had before, and many of them will either 
place the car which they sold or scrapped, or want a 
ew one in place of the one now being operated. The 
riter inquired of fifty people of fair to high financial 
jeans as to their personal situation regarding motor 
us. All fifty had been owners of one or more cars be- 
bre 1942. “I'wenty-one had sold their cars at one time 
y another in 1942 (rationing, pleasure car ban, cost of 
pkeep, too many repairs needed, did not want to have 
tat all if could not take long trips, could not get a 
nod chauffeur, etc., were the reasons given). ‘Twelve 
hers had no cars because they had been scrapped (sev- 
n), had been stolen (three) had given them to relatives 
ho used them in war work (two). Of the remaining 
Wwenteen who still had cars and operated them, twelve 
hid they would be in the market for new cars when 
ey were available. One said he formerly had three 
ws and now had only one, but would buy another 
en it could ‘be obtained. The other four had 1942 
hodels, bought in 1941, but would be buyers when “the 
beam car” of the future was available. Here were fifty 
ut of fifty potential car buyers. The writer is most 
mphatically another (a 1936 car be- 


sold 1,158,518 units, which was 22.5% of all cars sold in 
the United States. In 1936, while its unit sales were not 
as large as in 1997, it had sold 23.1% of the total for the 
whole country. ; 

The capitalization of Chrysler is small when consid- 
ered in relation to its car production, with only one out- 
standing security consisting of 4,351,132 shares of $5 par 
value capital stock. This explains how sales of about 
1,000,000 cars in some of the years in the 1930s resulted 
in profits of $8 to $14 a share. Until 1941, the corpora- 
tion was almost entirely a maker of motor cars and had 
few outside activities. In 1941, it went into heating and 
air conditioning on a large scale through its Airtemps 
division. During the war, this activity has been expand- 
ed further in making such equipment for Government 
use. The largest single factor in its business is the mak- 
ing of Plymouth cars, with the various Chrysler, De Soto 
and Dodge models also having large sales. Its truck pro- 
duction is from the Plymouth and Dodge divisions. It 
also had a fair business for many years in making en- 
gines for marine and industrial use. During the war, 
tank production has been one of the greatest activities, 
With munitions, airplane engines and trucks for use of 
the armed forces included in its work. 

The growth of Chrysler earnings in the past was rapid. 
The company started in 1925, successor to the Maxwell 
Motors Co., which had, in turn, absorbed the Chalmers 
Motor Co. in the early 1gg0s. Earnings of Chrysler in- 
creased rapidly and reached a high of $4.93 a share in 
1929. Expenses were barely covered in 1930 and 1931, 





ins to cost more than it is worth in 
pkeep and replacements). 

As for the ‘dream car” of the fu- 
re, that is a long time ahead. For 
he first year of production, all of 
he motor car makers are planning 
yactically the same car as the 1942 
dels. Some new features may be 


Capitalization 
Funded debt. 
Preferred Stock. 


The Statistical Background 


Common Stock at market value... 


*Last of bonds retired Jan. 2, 1944. 


Chrysler Corp. Studebaker Corp. 


None None* 
None 


None 
$365,495,088 $35,734,955 
4,351,132 shares @ 84 2,305,484 sh. @ 1514 





changes which have been 
poken of in magazine articles have 
) be tested, their production meth- 
is in mass output perfected and 
her delays are sure to be experi- 


ivgced before they are put into opera- 


on. 
The cost of conversion from war 


#iput to civilian cars will be a very 


msiderable item. Most of the com- 


ingfties have put large sums aside for 


hit purpose. Chrysler set aside $18,- 
000 in 1943 alone for post-war 
lant rehabilitation, general conver- 
mn and re-establishment of automo- 


®le business, bringing this reserve to 


8,000,000. The total cost may be 
wre than that but further reserves 
t to be expected in 1944 and the 
mainder may be charged to oper- 
ing costs when passenger car mak- 
i is resumed. 


BChrysler is expected to clinch sec- 


ae war. 


nd place in motor car making after 
In the late 1930s, the cor- 


gration went ahead of Ford at times, 
@iereas in the 1920s, Ford was far 
gcad of Chrysler. The best year that 


irysler had was in 1937 when it 
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Income account (year to Dec. 31, 1943.) 

Gross revenues... 

Operating profit............ 

Federal taxes (after post-war refund) .... 

Net Earnings available for capital stock 
(after reserves, credits, etc.)... 

% of operating profit to gross.......... 

% of net earnings on stated value of stock. 

Earned on capital stock per share....... 

Earned on capital stock, % of market value 

Ratio of gross revenues to total market 
value of capital stock... 

1936-9 average net per share 

1936-9 average net, % of market price.. 

Dividend rate. 

Dividend yield..... 


(a) Carried on books at $21,755,660. 


(b) Carried on books at $2,305,464. 
(c) See text about dividend status. 





Balance sheet (Dec. 31, 1943) 

Cash assets..... 

Receivables, net.. 

Inventories, net 

Total current assets. . 

Total current liabilities 

ENG@C CUEING GREOEES 6 oc. 6 6.6.6 sic 66 cccineeoee 

Current ratio........ 

Net tangible assets available for capital 
stock. . 

Cash assets per share.... 

Net current assets per share 

Book value per share 

Net tangible assets per share 


$893,019,806 
77,180,815 
32,550,000 


23,322,566 
8.64% 
107.15 %(a) 
$5.36 
6.38% 


2.4 to 1 
$9.62 
11.45% 
$3.00 
3.6% 


$130,113,828 
141,314,137 
83,991,979 
357,152,439 
188,828 328 
168,324,112 
1.89 to 1 


$229,658,670 
$29.90 
38.66 


43.19 
52.78 


$364,191 ,211 
18,959,754 
12,887,000 


2,835,427 
5.21% 
122.96 %(b) 
$1.23 
7.93% 


$26,372,548 
31,510,258 
21,717,799 
80,566,215 
57,920,833 
22,645,382 
1.39 to 1 


$33,635,803 
$11.44 
9.82 


13.72 
14.59 














however, with the motor car industry being among the 
first to directly reflect the acute depression, and in 1932, 
a deficit of $2.58 a share was shown. It was then that 
a sharp turn upward started in the affairs of the corpo- 
ration and for every year starting in 1933, substantial 
earnings were reported. ‘The net income, for 1933 
through 1943, averaged $7.23 a share for the eleven 
years. 

The 1943 report of Chrysler showed total business of 
$893,019,805, of which all but $38,755,198 was for the 
Government, the latter figure representing civilian busi- 
ness in automobile parts for the 6,500,000 Chrysler cars 
and trucks still in use. After all operating costs, the 
operating profit was $77,180,805. “The net profit before 
special reserves but after taxes was $41,322,566, but from 
this was deducted the $18,000,000 set aside for post-war 
rehabilitation and conversion of plants. The net before 
this reserve equalled $9.95 a share, and after the special 
reserve net was $5.36 a share. In the last year of peace- 
time production, the year 1941, gross was $888,366,410 
and net after taxes was $40,114,420, equal to $9.22 a 
share. ence, it can be seen that on about the same 
gross income, Operating profit was about as large in 
1943 after the much larger taxes, as in 1941, but that the 
necessity for providing for reconversion nearly cut in 
half the final income available for dividends, as com- 
pared with 1941. Taxes in 1943 were far larger than in 
the earlier year and were about $10,500,000 larger than 
in 1942. The total of all taxes, Federal, state and local, 
was $48,179,410 in 
1943, equal to $11.07 
a share. The major 
part of its tax bill 
was not in excess 
profits taxes, as the 
1936-1939 base — of 
Chrysler was relative- 
ly large, but was in 
the normal and sur- 
tax total of $21,750,- 
000, with — excess 
profits taxes taking 
12,000,000. 

Because of the ex- 
pectation of so large 
a total of reconver- 
sion costs, when the 
war is over, Chrysler 
directors have _ re- 
duced their dividend 
payments to share- 
holders in the past 
two years from the to- 
tals that had been 
paid during the sev- 
eral preceding years 
of good business and expansion in motor car production. 
The 1942 rate was $3.50 a share, with $3.00 in 1943 and 
indications of the same amount this year. In 1941, the 
rate was $6.00; in 1940 it was $5.50, and $5.00 in 1939. 
The 1938 slump had caused a cut to $2.00 from the 
$10.00 a share paid in 1937 and $12.00 a share in 1936. 
Shareholders had directly benefited from the rise in 
earnings which had started in 1935. It is to be expected 
that larger dividends will be paid in the post-war period 
when motor car production is at capacity again and the 
cost of plant conversion has all been met 

The balance sheet position of Chrysler is the strong- 
est in the company’s history, with current assets at the 
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End of the Studebaker assembly line. Now producing military vehicles, 
the company will be able to reconvert quickly when the war ends. 







end of 1943 at $357,152,439, current liabilities $1883 
328 and net current assets $168,324,112. The last figy 
is equal to $38.66 a share on the capital stock. With} 
fixed assets added, the book value of the stock is $43, 
a share, while the $9.59 a share reserves bring the to, 
net asset value back of the stock to $52.78 a share. 
Price fluctuations in Chrysler stock in past years ha 
been wide. The stock went from a 1929 high of 13; 
5 in 1932, an absurdly low figure when it is considerg 
that the net current assets alone at the end of 1932 we 
about $12 a share. In the next year, the stock went 
over 111% times the 1932 low and this upward ue 
continued to the record high for this stock at 1383, 
1936. In the 1938 depression, it made a low of 3534 al 
this figure has not been closely approached since the 
Its best level in the past three years was 8614 in 1944. 
Studebaker Corporation has not had the steady grow 
which Chrysler had but has been showing great pro 
ise in the past two years, a promise which can be expe 
ed to result in large earnings when it returns to t 
making of motor cars for civilian use. The origi 
company was founded about 1850 as a maker of ¢ 
riages, going into the automobile business at the turn 
the century and re-incorporating in 1911. The earl 
Studebaker car was one of the leaders in the indust 
and in the period around the First World War, and i 
the late 1g20s, Studebaker stock was one of the mar 
leaders. With the depression, financial disaster hit t 
corporation and it went into receivership in the mid 
19308, to be reorg 
ized in 1935 with 
new _ incorporati 
The present corpo 
tion started with 0 
$6,800,000 in fund 
debt. Parts of 
were retired _ bel 
1943, and other pa 
were converted i 
capital stock. Att 
end of 1942, th 
was still $4,412,700 
its ten-year debi 
tures outstandi 
Today, it has all be 
retired or convert 
and the company 
only one class of seg 
rity outstanding, ¢ 
sisting of 2,305, 
shares of $1 par val 
common stock. 
The old Studel 
ker had large eal 
ings for many ye 
with the last good 
port being for 1929 when net was $5.53 a share on 
common stock. Small earnings were shown for 19 
then a minor deficit in 1931 and serious deficits in| 
next three years, resulting in receivership. The new¢ 
poration did not make an auspicious start, havil 
deficit of g2 cents a share in 1935, but then a tum 
the better began and in 1936, net income of $1.01 a sh 
was reported, but only 37 cents was earned in 19374 
a deficit of 7g cents a share was shown in 1938. 
1939 income was $1.31 a share, and in 1940, it was 
cents a share. Thus far, the new company had sho 
mixed results, but the past three years have been bel! 
Net in 1941 equalled $1.12 a (Please turn to page 





Studebaker Photo 


THE MAGAZINE OF WALL STRE 


NET SALES 





BUS 
aw 
shav 
pref 
worl 
sale: 
tries 
larg 
sent 


in fi 


sale: 
expé 
stro! 
prof 
tile 

ings 
Pres 
suck 
poin 


co 
brok 
age< 
shar 
Cur 
Inve 
Divi 
5! 


high 
ings 
goo 












$1888 
last figu 
With tj 
k is $43, 
x the tot 
rare. 
years ha 
| Of 135 
consider 
1932 \ 
-k went 
ard tre 
L 1383 
E 35% 4 
ince the 
in 1944. 
dy grow 
eat pro 
be expe 
Ns tot 










€ Origil 
er of ¢ 
he turn 
he earl 
Indust 
, and it 
he mar 
er hit t 
he midd 
> reorgi 
5 with 
rporati( 
t corpo 
with o 
in fund 
of 1 
d_ bef 
ther pa 
rted in 
k. Att 
42, th 
$12,700 
r debi 
tstandil 
s all be 
sonverti 
ipany 
ss of set 
ding, ¢ 
2,305, 
par val 
ck. 
Studel 
rge eal 
ny ye 
t good 
re on | 
for 19 
its in| 
» new ( 
having 
- tum 
1a shi 
1937 4 
35. 
it was 
ad sho 
en bell 
» page 





STRE 


Six 








COLGATE PALMOI IVE.PEET co 
UNE NET SALES BARS = NET INCOME 
1S0-- - — 9 
| 
on | | 
< | z 
rz 
33 ime < 
49 ° 
z — 
3 z z 
° on 
Sie 60 
¥ 3 rs 
= +3 a m 
z 2 
y 
= dk, ‘ . 5 Ae 
1936 1937 1938 1939 1940 1941 1942 1943 








BUSINESS: Colgate, second largest domestic soap maker, manufactures 
a wide line of toilet, laundry, household, industrial and textile soaps, 
shaving soaps, talc powders, cosmetics, shampoos and other toilet 
preparations, dentrifices and glycerine. Among them are some of the 
world's largest selling items in these lines. Company also is sole U.S. 
sales agent for Vaseline. Business is conducted in most foreign coun- 
tries, prior to the war contributing about one-fourth of sales and a 
larger proportion of profits. Investment in foreign subsidiaries repre- 
sents less than 5% of total assets. Domestic operations are centered 
in five large manufacturing plants with principal facilities at Jersey City. 


OUTLOOK: Despite war-time restrictions and materials shortages, 1943 
sales reached the record high ‘of $134 million and this year may again 
expand in view of the improved supply outlook. Demand continues 
strong and margins well maintained, pointing to further gains in net 
profits. Normally, fluctuations in inventory values, reflecting the vola- 
tile prices of fats and oils, strongly influence profit margins and earn- 
ings, a factor which must be considered in appraising future prospects. 
Presently prices are pegged. While post-war earnings are subject to 
such fluctuations, the strengthening of the company's trade position 
points to further secular growth. 


COMMENT: Company and predecessor organizations have an un- 
broken dividend record dating back to 1895. Pre-war earnings aver- 
aged about $2 per share and dividends, while variable, about 95¢ per 
share. Over the years, a sound financial position has been maintained. 
Current position is strong with cash alone equal to current liabilities. 
Inventories, always a large item, are about 43% of current assets. 
Dividend yield, based on last year's payment of $1.50 per share, is 
5!/2% at current market price. 


MARKET ACTION: Recent price—27!/2, holding close to the year's 
high of 28'/g and best price since 1932. In view of fluctuating earn- 
ings, past volatility has been above average though moderated by the 
good dividend record. 


ieee = y SHEET ITEMS 








millions 
1939 1943 Change 

ASSETS 
Soe EET Dr rye Terre 14.615 15.291 +0.676 
Marketable MRMUINGN So ho(c otee scan eaonas 0.250 3.562 +3.312 
OA an eee 10.506 10.350 —0.156 
WRVOMOTIES BEES corciccicsincccsccsevevioes ae 19.376 27.667 +8.291 
CFs TAME, POS NINOS o55.. 500 6's 0 00 8s chee a 7.0 +7.000 
TOTAL CURRENT ASSETS et craletarieg cere 44.747 63.870 19.123 
Plant and equipment.................... 891 35.879 —9.012 
Gee COUIEEIANON 6 osc cavicecccrsvevecees 20.889 18.140 —2.749 
Net property......... ROCCE 24.002 17.739 —6.263 
MUMRIEME Tec c as ias)erits ccclatiececwiecs sie 2.14) .660 +2.512 
i a SS ete ee 10.897 86.269 15.372 

LIABILITIES: 

I ENERIIG cass c's. csib.cnnseegeoeuss 1.167 0.600 —0.567 
Accts. payable and accruals.............. 3.909 3.116 —0.793 
MMMNNGE CITRON So olcci cies: o16:0:6i6/s vitieiecaee oc 4.906 9.513 +4,607 
Other current liabilities.................. 1.744 2.255 0.511 
TOTAL CURRENT LIABILITIES Rese ceens 11.726 15.484 +3.758 
MMO MMe cela Aes ses U a takesy nee. oe 1.508 3.309 1.801 
MEER. 5 ca oow eave deretwrnos oo 1.123 1.684 +0.561 
RIE GES oo ccc wc siceice bieeccawens 2.212 —2.212 
— ne aes 2.099 10.142 +8.043 
oo 39.560 37.035 —2.525 
stetatalacecamiaiaarace 12.669 18.615 +5.946 
Trai LIABILITIES... 70,897 86.269 +15.372 
WORKING CAPITAL... 33.021 48.386 +15,365 

Current Ratio. .........00+ 3.8 4.1 +0.3 
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BUSINESS: S. H. Kress is the fifth largest chain in the variety store 
field, operating 244 stores, largely in the southern, southwestern and 
western states. Most of the merchandise handled is confined to the 
5 to 25¢ price range. Although many stores have been improved and 
modernized, the chain has been increased by only four units since 1938. 
During the war, store expansion has been postponed and moderniza- 
tion held to a minimum. Real estate holdings aggregate some $32 
million, housing about 130 of the stores. The remainder are held under 
leases expiring anywhere from six months to 55 years. Most of them 
contain renewal clauses. 


OUTLOOK: Demand remains strong but has probably about reached 
a peak, and the major factor in the near-term outlook continues avail- 
ability of goods. The wide variety of merchandise carried provides con- 
siderable room for substitution and the addition of new lines should 
make possible maintenance of current sales volume. Increased taxes, 
however, may reduce future net somewhat. Relatively stable earnings 
are indicated over the longer term since concentration on low-priced 
necessities and novelties prevents wide fluctuations in volume. Rental 
charges are relatively small, permitting good profit margins, and the 
increasing industrial importance of the southern and western states 
imparts better than average sales growth prospects. 


COMMENT: Pre-war earnings averaged about $2.05, and dividends 
$1.60 per share. Finances are strong and liquid with cash items widely 
exceeding current liabilities. Inventories are about $1.3 million below 
the preceding year's and amount to less than half of current assets. 
The common, yielding about 5%, has unquestioned appeal for stability 
of earnings and fair return. There is no funded debt but 720,863 6% 
preferred shares are ahead of the common with annual preferred divi- 
dend requirements of $432,378 or less than 10% of aggregate net 
earnings. 


MARKET ACTION: Recent price—3i%, close to the year's high of 
31% which is the best price since the 1937 top of 47!/,. Good earn- 
ings, generous dividends make for less than average market volatility. 


COMPARATIVE be SHEET ITEMS 








millions) 
1939 1943 Change 
ASSETS: 
Gebds aaesousutus cuadecsneadacnerenes 10.098 11.309 +1.211 
Marketable securities.................05. — 14.385 14.385 
i cccctsintnccenssidenens 0.056 0.259 +0.203 
EE ans enetgancestcnbereace 14.373 20.341 +5.968 
CHE CUOEE IIR grec vasvcwcscwescone es — 
TOTAL CURREIGT ASGERSs cc ccccsccce 24.527 46.294 21.767 
DR ceeuierccieecéueecesekevutdes 68.370 70.606 2.236 
Ree GIMENO s 6c cciceetclencucecnacas 18.520 25.625 7.105 
RING gis cuccccvncevccevenccens 49.850 44.981 —4,.869 
NIN econ < cc cuitcaecceccccceues 0.768 2.5 1.822 
TOTAL PReIG eo. cerns cccieiesisiesiassaues 75.145 93.865 18.720 
LIABILITIES: 
IN 6 rc dckcececnsccusesecuse — — 
Accts. payable and accruals.............. 2.724 5.281 +2.557 
IIIS cc ccccccececcenecceus 1.911 13.238 11.327 
Other current liabilities.......... —_— oo 
TOTAL CURRENT LIABILITIES. 4.635 18.519 13.884 
Long term debt. ae a a 
anes — 0.250 +0.250 
55.600 5.600 —— 
14.910 19.496 +4.5 
IOTAL SVABIBINIES....--0-00«<00ecose. 75.145 93.865 18.720 
WORKING CAPITAL..............005 19.892 27.775 +7.883 
Cin RIGS coos sc sewsecacccdcccccvses 5.2 2.5 —2.7 














Six Stocks Offering Secure High Yields 





BEATRICE CREAMERY CO. 
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BUSINESS: This company is the country's third largest distributor of 
dairy products. Operations embrace every branch of the dairy indus- 
try, with over half of sales and earrings normally derived from fluid 
milk and ice cream, about 25% of profits from butter and the rest 
from cheese, eggs, poultry and cold storage operations. The com- 
pany since 1937 has been engaged in the wholesale distribution of 
frozen foods. There are 84 plants in seventeen states, chiefly in the 
Middle West, numerous distributing branches and six cold storage 
warehouses. Operations were consistently extended since 1939 through 
the purchase of the Blue Valley Creamery Co. and subsequent ac- 
quisitions. 

OUTLOOK: The company for some time has been expanding into new 
products and new sales territories. Latest move was acquisition of 
Independent Creamery & Ice Cream Co. in Los Gatos, Cal., Delicia 
Ice Cream Co. in Nashville, Tenn., and La Choy Food Products Co. 
of Ohio. The latter acquisition puts Beatrice into the field of process- 
ing and packing tomato products, soy beans, meat products, and other 
food specialties. This diversification should further stabilize earnings, 
normally subject to variations in milk production, and make for at least 
moderate future growth. 


COMMENT: Past earnings were good, averaging $3.15 per share since 
1936, but dividends remained fairly conservative. Continuance of high 





| 


earnings is indicated and the quarterly dividend of 35¢ may again be | 


. supplemented by a substantial extra payment, last year amounting to 


45¢. Finances are strong with cash exceeding current liabilities, and 
working capital is substantial. Company plans to issue 100,433 shares 
additional common stock for subscription by stockholders, proceeds to 
be applied to the redemption on August Ist of about 29,788 shares 
$4.25 cumulative preferred stock. Current dividend yield of the com- 
mon is better than 5%. 


MARKET ACTION: Recent price—323g compared with the year's high 


of 35 and 1943 high of 31'/2. Reflecting stability of earnings and | 


financial strength, past movements of the stock displayed somewhat 
below average volatility. 


ieee SHEET ITEMS 





millions 
1939 1943 Change 
ASSETS ' 

Dich Web pekss ssa eanthe bur sncnceeces 5.060 5.399 +0.339 
Marketable securities..............00008 — — a 
eee ee Se ree ee 3.550 3.904 +0.354 

AVONIOTIES, MEP. .oesccccccccscccccccccce 2.368 5.307 +2.939 
URE COON BIIDNS «0 00:00 ss ccsccsvscece — — sae 
TOTAL CURRENT ASSETS............ 10.978 14.610 +3.632 
Plant and equipment..............ese005 30.383 32.149 +1.766 
Less depreciation..........++.eeeeeeeeee 8. 19.635 +1.545 
Se Res rer ee 12.293 12.514 +0,221 
Oiher BINS... ov cscscccccscccsccccesos 0.98 1.185 +0.202 
MODUL PAGERS. « 0000 ccccccsceccccccs 24.254 28.309 +4.055 
LIABILITIES: 
0.520 1.133 +0.613 
0.871 1.723 +0.852 
—_— 0.243 +0,243 
TOTAL CURRENT LIABILITIES. 1.391 3.099 +1.708 
Deferred liabs......... baka be oe 0.047 0.173 +0.126 
Minority interest. .....+..+++++0++ 0.00 — —0.005 
+0.047 
+2.179 
+4.055 
+1.924 
—3.1 
‘ 
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BUSINESS: The company, operating properties in West Virginia, is 
one of the leading bituminous coal producers in that state but never- 
theless accounts for less than 2% of the total national output. Pro- 
duction is obtained from twelve fully equipped mines. All but 15% 
of mining properties is owned outright, the remainder held under lease 
through 1973. Total coal reserves are estimated as sufficient for about 
50 years on basis of 1942 outout of over eight million tons. The 
high quality of coal mined by the company and its aggressive market- 
ing program have enabled it to maintain sales at a better rate than 
most competitors. Bulk of output is sold directly to industrial users 
and transportation lines though sales for household heating are 
important and stable. 


OUTLOOK: 1944 earnings should compare favorably with last year's 
net of $3.52 per share and strong finances assure maintenance of the 
$2 dividend. In view of expanded war requirements, demand continues 
strong and with an eight hour day in effect, further tonnage gains are 
anticipated. Longer range prospects are favorable. Elimination of the 
southern wage differential may tend to weaken company's strong com- 
petitive position but expiration of the Guffey Coal Act, fixing minimum 
prices for coal, is a constructive aevelopment. 


COMMENT: Conservatively capitalized, the company has an excep- 
tionally sound record, paying dividends for thirty-two years on the 
common. Though a relatively small producer, its comparatively low 
operating costs and high quality coal enabled it to establish sustained 
earning power in a period when most coal companies suffered losses. 
The common, yielding better than 6%, has therefore appeal on secure 
yield and the company's good peace-time record which should be fully 
maintained after the war. Pre-war earnings averaged about $2.70, 
and dividends $2 per share. 


MARKET ACTION: Recent price—3i, compared with the year's high 
of 32, and 1943 high of 323g. Unusual stability of operations and in- 
come made for far less than average market volatility with the stock 
holding quite firm in recent unsettled markets. 


COMPARATIVE Per SHEET ITEMS 





millions 
ASSETS: 1939 1943 Change 
SMR e Satais os ais ap tinowies oie i's eis tes eleten ate 0.79 1.696 +0.903 
Marketable securities...........++++ee00 3.0 2.797 —0,203 
MPMMIRM OE TRUE sis s:0\5'0 s:se:55s0b's06 obese siee 2.174 2.927 +0,753 
EE Rc dcvesvescccecscnssccees 2.001 1.396 —0.605 
CNN SUTTON BINS 5: oc.cc5ccccsccvecees — ——e coca 
TOTAL CURRENT ASSETS............ 7.96) 8.816 +0.848 
INNS OCR OG sinoe 6 £ie-c cicisibie coe cieoc-een 25.934 28.364 +2.430 
Lees IODPR CIATION G 60:0. 65s50:5.0cccceeees + 12.393 16.044 +3.651 
Net property. . 13.541 12.320 —1,221 
oo, Ee eens 0.380 2.152 +1.772 
esp Ni: > 5 | ee 21.889 23.288 +1.399 
LIABILITIES: 
C0 EEOC OCrr encore 1.000 —- —1.000 
Accts. payable and accruals.............. 1.197 0.974 —0.223 
IN NINO 5 5:05 5.6, 6:510:6:0'o-0:0'0:0. 0100/00 0.2 0.891 +0,592 
Other current liabilities.................. 0.043 — —0.043 
TOTAL CURRENT LIABILITIES......... 2.539 1.865 —0.674 
SPTMEAIEMIOR a gS 60.61 45's 0-915 Cicie'ssivinw asic — 0.057 +0.057 
SD cc cccccccescessevceesoes 0.008 0.001 —0.007 
SR NMREEBON . 5\s-0/0's 6b ssineis'e'ep sie wesc. 0.465 —— —0.465 
MRM cgi Gta 2 a: 6 bie ale-8 sien aise ore-bisiovsieiae'e 0.500 0.600 +0,.100 
SER Tas Giacceibis ais aha Vieln abe ens s6ss'se he 0.619 0.619 —_ 
SES ecciekc nat nsigs anes Gk vous welea se 17.758 20.146 +2.388 
TREE LIAB ATIES. 0:6.0:0.s0000000000000 21.889 23.288 1.399 
WORKING GAPITAL.....nccccccccccces 5.429 6.951 +1.522 
PS nero seine) ee 4.7 1.6 
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MOHAWK CARPET MILLS, INC 
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BUSINESS: Manufacturing an extensive line of floor coverings, Mohawk 
Carpet is one of the larger domestic makers of rugs ard carpets with 
plants at Amsterdam, N .Y., and sales offices throughout the country. 
These in turn distribute to wholesalers from warehouses located at 
strategic points. Rugs and carpets normally produced include 
Chenilles, Wiltons, Axminsters, Tapestries, Velvets and Plain Weave. 
Other products, designed especially for the low-priced market, are 
fabrics made of wool and processed yarn, and certain pile fabric floor 
coverings. During 1943, a large part of facilities was devoted to the 
manufacture of cotton duck and woolen blankets for military purposes. 
Government restrictions on the use of carpet wool, earlier severe, were 
lifted late last year but shortages in cotton and jute yarns continue to 
hamper regular production. 

OUTLOOK: With war business likely to diminish and normal produc- 
tion impeded, 1944 earnings may decline moderately below the $2.40 
per share netted last year unless restrictions are rescinded. 


Six Stocks Offering Secure High Yields 





Longer | 


range prospects, however, are excellent in view of heavy deferred de- | 


mand which should mean capacity business for at least several years. 
Reconversion problems are small and when the time comes, the con- 
cern should be able to resume full normal production in short order. 


COMMENT: Except during the depression years 1931-33, the company 
paid dividends uninterruptedly since 1923, the 531,000 shares $20 par 
common stock being the only capitalization imparting good earnings 
leverage. Pre-war earning power was good, averaging about $2.15 
per share, while dividends averaged $1.45. Present dividend rate is 
$2, yielding 6% on current market price. 
working capital over $26 per share compared with book value of 
$37.76. Cash is over three times current liabilities; inventories, nor- 
mally about three-quarters of current assets, are down to roughly half, 
the result of heavy sales out of inventories which madz for fairly well 
maintained volume despite lowered production. 

MARKET ACTION: Recent price—33!|4, compared with the year's high 
of 34 and the preceding high of 40% in 1937. Normally showing 
about average volatility, the stock more recently showed superior re- 
sistance in unsettled markets. 


COMPARATIVE ae SHEET ITEMS 






($ millions 
1939 1943 Change 
ASSETS " 
MN Cacais conecexs 0.573 6.536 + 5.963 
Marketable securitie — — — 
Receivables, net. . 2.806 0.610 —2.196 
Inventories, net.. 9.015 8.862 —0.153 
her current ass ets — — ae 
TOTAL CURRENT ASSETS 12.394 16.008 +3.614 
Plant and equipment 13.625 14.109 0.484 
Less depreciation........ 7.817 9.630 1.813 
WII eo Gass ee decccceeces 5.808 4.419 —1.399 
PINNED loi ccles sia. tcrcescecuenioes 0.637 1.469 0.832 
EEE. MEER: og. aloecrn ca dctlcansieeacls 18.839 21.956 3.117 
LIABILITIES: 
NII 512d 0,54. 018 ove oo-ure ace Weie’s —_—— — —_— 
Accts. payable and accruals.............. 0.912 1.240 +0.328 
RGMMRVON TOM INEERs cor0 so cdcicccscocusecece 0.613 0.370 —0.243 
Other quae MOR coe: Sai gtelsiers-esaiecess:s'sie 0.30 0.297 —0.008 
TOTAL CURRENT LIABILITIES IRR ICEE 1.830 1.907 +0.077 
Pep MUNINCEINIE cose 6. lel: 67 era/sie! & 6. «10! eieleseicress —— — a 
CC Coe badivheéudaksudcan ds 400H0 1.524 2 +0.696 
ceonel DE SoS Can eceicike covet hee nemilets 10.948 10.764 —0.184 
SAN SRP RRO CECE EEE CEP OE ER 4.537 7.065 +2.528 
TORAL Aa: Ditiele Seaowdeaseas 18.839 21.956 3.117 
WORKING CAPITAL... ..csccccccces 10.564 14.101 3.537 
Sonar Ratio er Viste sinrara Screinrdibassiaaielera ne. & 6.7 8.3 +1.6 
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BUSINESS: Kroger ranks third in sales and second in number of stores 
among the retail food chains. It operates about 3,019 stores 
spread over 19 states in the Middle Y/est and South. The chain has 
been steadily reduced from 5,575 stores in 1929 through elimination 
of less profitable and duplicate stores, and a number of large self- 
service markets has been established. Company operates extensive 
bakeries, coffee roasting, meat packing and other plants. Private 
brands, now accounting for about a fourth of sales, are growing in 
importance. Jointly with Westinghouse Electric Co., Kroger owns a 
patented process for tenderizing meat, and several packers, outside 
Kroger's territory, have been licensed. 


OUTLOOK: Food demand continues heavy, reflecting high consumer 
income, and supply factors are improving as evidenced by relaxation 
of rationing which should spur sales. The indicated high level of 
post-war incomes and the trend to higher priced foods suggests main- 
tenance of higher sales levels than pre-war, and as a corollary, higher 
average earnings, aided by efficient cost control made possible by 
ownership of extensive processing facilities. Company is experimenting 
with new developments in the food field and closely watching trends 
in food processing such as quick freezing and dehydration. 


COMMENT: Reflecting stability of operations and income character- 
istic of the food field, pre-war earnings averaged about $2.35 and 
dividends $2 per share. 1943 sales were $422 million against $388 mil- 
lion in 1942, and further expansion should occur this year. Inven- 
tories, largest in company history, at the year end was $46 million or 
70% of current assets but large inventories are required by the 
nature of the business. Cash and working capital position is strong, 
bolstered by bank loans of which $12.6 million are currently out- 
standing. Dividend yield, based on last year's payment of $2, is 6% 
at current market price. 


MARKET ACTION: Recent price—34, compared with the year's high 
of 353, best price since 1933. Below average volatility in the past, 
based on proven earnings stability, has again been reflected in recent 
unsettled markets. 


COMPARATIVE Pee SHEET ITEMS 


($ millions 
1939 1943 Change 

ASSETS: 
Gen adusncccivesacdsccscndcncueuss 13.033 15.934 9.901 
Marketable I cine sesanne ceenins 0.099 — —0.099 
RECUINMIINE Miles occ cccccacecnnccctncees 1.597 3.743 +2.146 
Inventories, net......---6.seeeeeeseeeeee 21.567 46.013 +24.446 
Other current assets........----0--eeeeee 0.55 1.281 +0.731 
TOTAL CURRENT ASSETS............. 36.846 66.271 +29.425 
Ee ER Ss A a 34.975 37.117 +2.842 
DeUMIAEEE di cicccccesnedoenecened 18.280 292.089 +3,809 
WUGN IIE oo 0 occ cincicsccceendaccecas 15.995 15.028 —0.967 
CUNO GNONGs 5 occ cs ccc cccccccceseccsees 1.001 3.352 +2.351 
GN oo vce oesw se cedsnccce Ke 53.842 84.651 +30.809 
LIABILITIES: 
Accts. payable and accruals.............. 5.508 8.553 13.045 
PN FO FIER e occ cect cccnececce 3.111 11.072 +7.961 
Other current liabilities................4. —_— — 
TOTAL CURRENT ‘LIABILITIES Becceracs 8.619 19.625 11.006 
arr rrr rrr 0.006 —— —0.006 
RAMRMRGMIEN Gs Scleicccccccivasecucceas — 4 2. 

MNMMNUE Coie ve <¢06/aea tasccacccunsens 0.410 2.512 +2.102 
— OSC caadcancenduvvawnencnecdaes 33.495 34.074 +0.579 

Widvpacncdeseadands sac nacweseens 11.312 15.840 +4.52 

iOTAL eet Piogcetvancndscacdes 53.842 84.651 +30.809 
WORKING CAPITAL...........-.--- 28.227 46.646 +18.419 
GUI didas shee as cadacduceceote’s 4.2 3.3 —0.9 
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Opportunities For Income and Appreciation 


In Bonds and Preferred Stocks 


BY JACKSON 


MARKET TRENDS: During the past year a great many 
medium grade and speculative railroad bonds have been 
bought heavily, with advances in market prices to levels 
that apparently discount their improved credit status 
considerably. One factor contributing to this has been 
company purchases. While it would be purely conjec- 
tural to attempt to predict how high bonds in this cate- 
gory may go, a conservative procedure would be to ac- 
cept some ‘profits at this level and reinvest proceeds in 
issues carrying a better investment rating and with 
stronger defensive characteristics. New commitments 
could be made on a modest scale with the idea of in- 
vesting the entire proceeds gradually This would afford 
a cash reserve to use in the event that reactionary ten- 
dencies in the bond market were to persist until the 
serious war uncertainties are dissipated. 

Bond price changes were mixed last week. High grade 
issues held firmly. Brazilian bonds were strong but Peru 
issues declined a point or more. Speculative rail issues 
showed losses generally. 


FOSTER WHEELER $1.50 PRIOR PREFERRED: The 
company’s stockholders approved an amendment to 
charter which opens the way for dividends on its com- 
mon stock. However, the new provision prohibits pay- 
ment of common dividends when net current assets are 
below $25 for each share of prior preferred stock out- 
standing. The latter is callable at $26 per share, has 
had a price range this year of high 23; low 20; last ge, 
to yield 6.8 per cent. Net current os alone on the 
prior preferred as of December 31, 1943, amounted to 
$81.00 per share or 3.6 times current market price of 
$22 disregarding all fixed assets. A special offering of 
5700 shares of $1.50 prior preferred at $22 per share was 
completed this Spring in fifteen minutes. 


senate sea PUBLIC SERVICE CO. To Buy Preferred 
Issues: The S.E.C. recently approv: ‘d company’s applica- 
tion to apply not exceeding $4,000,- 


D. NORWOOD 


of the total number of preferred shares held by each 
stockholder of record May 13th, ac Lawyers Trust Co, 
New York 6, N. YY. Stock may be presented on and 
after May 15th. 


INTERNATIONAL TEL. & TEL. DEBENTURES: Rated 
C1 plus, the tenuous quality of these debentures is 
obvious. However, the statistical position has improved, 
fixed charges being earned 1.74 times in 1943 as com. 
pared with 1.30 times in 1942. Net income available for 
fixed charges amounted to $13,616,078, vs. $9,830,657 in 
1942, an increase of 38%. The improvement in earn. 
ings last year is attributable to record volume in manu 
factured products of company’s domestic subsidiary, 
The Federal Telephone & Radio Corp. and better re. 
sults of its South American subsidiaries. Prior to the 
war, the company’s products were manutactured and 
supplied by various associated European companies. 
The 414s offer current vield of 5.36°%, the 5s vield 
5-75. Retention is advised, but in view of large advance 
would defer further buving. 


HUYLER'S $2.00 CUMULATIVE Ist PREFERRED: This 
company ’s business has shown considerable improvement 
in last two years. Company liquidated its last mortgage in 
1943 and now has no debt ahead of the 1st preferred 
stock which is callable at $50 per share. It earned $6.10 
on this issue in 19483 as compared with $3.37 in 1942. 
A $2.00 dividend was paid May 1st, leaving arrears ol 
only 83 cents. The company’s financial position also has 
improved and latest available balance sheet showed cash 
of $691,425 which, alone, was in excess of current lia 
bilities. The price range on the new York Curb Ex. 
change in 1944 has been: High 2814; low 20; last 2234. 
to vield nearly 9°. While the stock is obviously specu: 
lative. in view of improvement in balance sheet and 
earnings, it has possibilities of appreciation and gives a 
liberal income vield. 





ooo to purchase of its preferred issues 
on New York Stock Exchange, or at 
private sale, at not in excess of $100 
per share and accrued dividends, over 


DO YOU HOLD ANY OF THESE ISSUES? 
RECENT BONDS CALLED FOR REDEMPTION 


a period of four months. All pre- ser . Retesetey 
ferred issues acquired are to be can- General Steel Wires 1st Mtge 41s series“A"1952.... Entire issue 10115 June 1 
celled and retired. Incidentally, the Louisiana Power & Light 1st Mtge 5s 1957........... Entire issue 10215 May 26 
company has not been authorized to reed Freee oo 969, ee esi cc ser ss 105. ? Ry t 
invite tenders of these issues from Westchester Lighting Co. debenture 5s 64.......... Entire issue 110 ley 1 
stockholders. The company earned Phelps Dodge Corp. conv. debenture 314s 1952....... $1,165,000 103 June 15 
$13.43 on the preferred stock in 1943 ee .. Ste eeeeereeeeeeees pode bof : 
as compared with $10.03 in 1942. N. Y, City Omnibus (N. Y. Rys) 6s Ser. "A" 1958... 659,000 105 July 1 
For income, retention is counselled. Republic Steel “B" eA ene eee Entire issue 104 June 17 
ey valg aly "4:5 1956 Bre crete tata valotcia, cis oleveleraletiis — issue ph _ : 7 
VAN RAALTE co. 1% PREFERRED: American International Deb. 514s 1949......... eae Entire hese 105 pie 30 
This company has called for redemp- Cudahy Packing Co. debenture 4s 1950.............. Entire issue 101 June 1 
tion on June 1, 1944, at $115 per Cudahy Packing Co. 1st Mtge 334s "A" ees Entire issue 102 June 1 


share and accrued dividends, 3/10th 
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Business activity during the past fortnight 
has held close to its all-time high. Contract 
cancellations in scattered localities have caused 
a slight dip in electric power output; but this 
has been offset by gains in other components 
of our weekly business index. Department 
store sales in the week ended May 6 were 
8°, ahead of last year, compared with a cumu- 
lative gain of 5% for the year to date. 

x * * 


Swollen by continued expansion in pay of the 
Armed Forces and benefits to their dependents, 
March income payments to _ individuals 
gained $460 million over February, reaching a 
total of $12.6 billion. Payments for the first 
quarter aggregated $37.3 billion—13% ahead 
of the like period last year. 

x ok 


The WPB has authorized small plants to 
resume production without limitation, except 
that no concern shall employ more than 50 per- 
sons in critical West Coast labor shortage 
areas or 100 elsewhere. 

x * * 


A switch to new types of armament required 
for the pending invasion (it might come in June 
during the Fifth War Loan Drive) has 
brought a sharp revival in demand for ma- 
chine tools. Volume this year, estimated last 
autumn at only $325 million, could reach twice 
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CONCLUSIONS 


MONEY AND CREDIT—England 
shies at return to orthodox gold stand- 
ard. April dividends only 1.3% ahead 
of last year, against four-months'’ gain 
of 2.2%. 


TRADE—Department store sales in 
four weeks ended May 6 were level 
with last year, compared with 5%, in- 
crease for the year to date. 


INDUSTRY—WPB authorizes small 
plants to resume production of civilian 
goods. OPA would eliminate the busi- 
ness cycle. But how? Perhaps the 
remedy would be worse than the 
disease. 


COMMODITIES—Prospects of larger 
crops of feed and food grains this year 
depress futures, while cash prices firm 
under scant supplies remaining from 
last year's harvests. 


Tho Business Analyst 
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Inflation Factors 
Latest Previous Pre- 
Wkor Wk. or Year Peari PRESENT POSITION AND OUTLOOK 
Date Month Month Age Harbor 
FEDERAL WAR SPENDING (+f) $b . 
Cumulative from Mid-1940............ Hed : oe 1048 Rg hg (Continued from page 201!) 
that figure. Meanwhile the Defense Plant Corp, 
FEDERAL GROSS DEBT—$b May 10 185.3 — or -_ has already sold about 75% (6,429, valued at 
$30 million) of the Government's surplus ma- 
chine tools. 
MONEY SUPPLY—$b x ok 
Demand Deposits—10! Cities . May 10 34.9 34.6 30.1 24.3 
Currency in Circulation.................. May 10 21.6 21.4 16.7 10.7 Rubber consumption—synthetic, reclaimed and 
natural—is currently at mor2 than a million tons 
BANK DEBITS—13-Week Avge. annually, a third more than last year's total and 
New York City—$b..cccccccssscscsssones May 10 5.27 5.37 5.11 3.92] equal to the average of the highest monthly an- 
100 Other Cities—$b..............0.0.0..... May 10 7.37 7.40 7.0 5.57] nual rates on record. However, the 1944 pro- 
duction goal calls for only 22 million tires to be 
doled out among 24 million cars. 
INCOME PAYMENTS—$b (cd) Mar 12.80 12.10 11.40 8.11 
Salaries & Wages (cd)................ Mar. 8.98 9.03 8.04 5.56 om 
Interest & Dividends ES) Ret Mar. LA3 0.45 0.93 0.55 Lik fail ail ee ee 
Farm Marketing Income (ag)... Feb. [33 1.54 1.13 1.21 en a ee ae ee ee ee 
Includ'g Govt. Payments (ag)...... Feb. 1.41 1.60 1.21 1.28 the rubber program is breeding the germs of a 
major post-war headache when pent up civilian 
needs are satisfied, domestic production of syn- 
CIVILIAN EMPLOYMENT (cb) m Mar. 50.5 50.3 51.2 50.4 | thetic reaches its peak, and foreign plantations 
ee a al i = Ri mi again pour natural rubber into commercial chan- 
Employees, Government (Ib). las 58 5.8 5.9 45 | nels. Perhaps private business acumen can solve 
UNEMPLOYMENT (cb) m Mar. 0.9 0.9 1.1 3.3 | this problem when and if the planners abdicate. 
k * * 
FACTORY EMPLOYMENT (ib4) Mar. 164 166 168 141 
Durable Goods ....csccscnssssneenninee Mar. 225228 224 ‘168 Another big headache in the making is a 
Non-Durable Goods ............c.ccssce Mar. 115 117 123 120 probable post-war collapse of the present 
FACTORY PAYROLLS (ib4) Feb. 328 328 298 189 boom in farm realty, which has already at- 
tained the proportions reached during world 
FACTORY HOURS & WAGES (ib) war | under the stimulus of abnormally high 
Weekly Hours ecveccccccccscccccsccsccooseccosece Feb. 45.4 45.2 445 40.3 prices for farm products. 
Hourly Wage (cents) Feb. 100.3 100.2 92.4 78.1 
Weekly wage ($)_——..............—.-. Feb. 45.54 45.25 41.12 32.79 oe 
OPA Administrator Chester Bowles declares: 
PRICES—Wholesale (ib2) May 6 103.7 103.7 103.7 92.2 | “We must eliminate the business cycle.’ With 
Retail (cdib)..... Mar. 135.3 135.1 135.3 116.1 7 all due respect to Mr. Bowles, one may question 
if this is either possible or desirable. Rhythm 
COST OF LIVING (Ib3) Mar. 123.8 123.8 122.8 110.2 | is a univeras! law. It is Nature's method of 
Mar. 134.1 134.5 137.4 113.1 | producing the variety which men crave, and of 
Clothing = nog at 108.0 ae correcting the extremes to which ambition leads. 
Rent... zi j i j 3 The Government tried to avert the business slump 
seinen cnet that started in the autumn of 1929 and, in so 
ante Pr a on as 5.59 4.83 5.00 4.72 — made the ensuing depression deeper and 
Durable Goods ..............ceccsecesseeees Mar. 0.75 0.63 0.72 Ltae ener 
Non-Durable Goods ....................- Mar. 4.84 4.20 4.28 3.58 a 
Chain Store Sales (ca).................. Apr. 186 189 175 151 . i 
Dept. Store Sales (rb) (1)............ Apr. 140 154 128 116 It has been said that, though the business 
Dept. Store Stocks (rb2)................ Feb. 105 105 102 95 cycle can not be abolished under a free 
economy, it might be under a totalitarian form 
MANUFACTURERS' of government. To support this, mention is made 
New Orders (cd2)—Total................. Mar. 271 261 284 212 of the absence of unemployment under Hitler 
Durable Goods _............... Mar. 391 365 433 265 and Stalin. But the true measure of business 
Non-Durable Goods Mar. 194 194 188 178 stability is not employment but availability of 
Shipments (cd3)—Total................... Mar. 273 279 249 183 d d ny aes Dictatorshi 
Dirniteiooods Mar. 369 384 330 220 gooags and services tor Civilian use. ictatorsnips 
Non-Durable Goods _.............. . Mar. 198 197 185 155 breed war, and war on a belligerent's home soil 
cuts civilian satisfactions to the bone, despite 
BUSINESS INVENTORIES—$b satin tata 
End of Month (cd)—Total........... Maer. 27.8 927.7 27.6 26.7 ** + 
Manufacturers’ 0. Mar. 17.6 17.7 17.4 15.2 
WieelesMlens nce... Mar. 4.1 4.1 4.1 4.6 lf the people of Germany and Russia were 
oe pa Mar. 6.1 5.9 6.1 7.2 | free to speak the truth, it would be interesting 
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Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 

BUSINESS ACTIVITY—1—pc May 6 134.6 134.7 130.8 118.2 ia 
Ch WG ihons................ Mot he tar «(6A (Oe — sna — pte payee 

as a measure of well being. Here in America 

INDUSTRIAL PRODUCTION (rb3) — 242 2 = pi there were both guns and butter during this and 
Durable Goods, Mfra..........ccsecsseseeees ar. 366 the last war, because we were so fortunate as to 
Non-Durable Goods, Mfr............--- Mar. 175 he te hs escape invasion; but if the Government under- 

CARLOADINGS—t—Total May 6 837 852 817 833 takes to avert post-war consequences of our 
Manufacturers & Miscellaneous...... May. 6 377 391 390 379 abnormally high wage and price level, through a 
— Lc. L — : He re h Yo policy of prolonged deficit spending, the ulti- 
Grain TE | May 63838 4g ate result will be the worst and the longest de- 

pression in history. 

ELEC. POWER Output (K.w.H.)m May 6 4,234 4,336 3,904 _—-3,269 * 

SOFT COAL, Prod. (st) m May 6 12.2 12.4 99 10.8 Britain's chancellor of the exchequer, Sir John 
Cumulative from Jan. Joo... coco May 6 223 211 213 466 Anderson, says that the British-American mone- 
te) ALT CL) Ch a Mar. 51.8 52.7 77.3 61.8 | tary policy in no way involves a return to the 

PETROLEUM—(bbls.) m gold standard. Gold may be used as a means 
Crude Output, Daily...........0..cccc0.. May 6 4.52 4.43 4.02 4.11] of settling international trade balances of tem- 
CHASOLING STORE es ivccistsascssstsccnicsasaies re 6 88.3 bp aa ene porary but not fundamental origin. Through the 
Buel Oil SStOG US) i.e. cccsnssssossevcscsveoeses ay 6 49.8 . 67. A a eval lati i 

: proposed International Stabilization Fund na 
Heating Oil Stocks... ~ = pa = = tional currencies will be linked, but not clamped, 
LUMBER, Prod. (bd. ft.) m May 6 615 590 628 632 to gold. 
Stocks, End Mo. (bd. ft.) b............ Apr. 3.4 3.5 4.0 12.6 * * * 

STEEL INGOT PROD. (st.) m Apr. 7.57 7.82 7.37 6.96) The British oppose tying their economy to the 
Cumulative from Jan. Io... Apr. 30.2 22.6 29.3 74.69] hitherto violent American business cycle, and 

ENGINEERING CONSTRUCTION fear interference with long-standing relations 
AWARDS (en) $m mt @ wa ne aq Oren & ner ees pepo 
Cumulative from Jan. ! 0.0... May I! 679 637 «1,381 = 5,692 for revising — ideas later shou Pv rs 

ice level lead to a post-war “unfavorable” 

MISCELLANEOUS ai of trade and woe exports of our 
Paperboard, New Orders (st)t May 6 187 148 166 165 h thirds of th 
Whiskey Withdrawals (tax gals.)m Mar. 5.29 4.51 6.64 8.14| gold. Right now, however, two-thirds 0 . 

Dp., Stocks (End Mo.) : Mar. 368 374 445 506 world's known stock of gold is held by the U. S., 
Cigarettes, Domestic Sales—b Mar. 20.0 17.4 20.6 17.1 which is not encouraging to other nations who 

Cigars, Domestic Sales—m Mar. 419 389 489 543 . tse like to adopt the gold standard. 

Anthracite Coal Prod. (st)m......... : Apr. 5.2 5.6 5.3 3.8 pe RE ee me ’ 








ag—Agriculture Dep't. b—Billions. 
Dept., 
data. en—Engineering News-Record. 
Labor Bureau, 1935-9—100. 


ca—Chain Store Age, 
Jan., 1939—100. cd3—Commerce Dep't., 


1929-31—100. cb. Census Bureau. 


cd—Commerce Dep't. cd2—Commerce 


1939—100. cdlb—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 


I—Seasonally adjusted Index. 
Ib4—Labor Bureau, 


1923-5—100 Ib.—Labor Bureau. 
1939—100 m. Millions. mpt—At Mills, Publishers & in Transit. np—Without compensation 


lb2—Labor Bureau. 1926—100. Ib3— 


















































for population growth. pc—Per capita basis. th—Federal Reserve Board. rb2—Federal Reserve Board, adjusted x end of Mo., 1923-5— 
100. rb3—Federal Reserve Board adjusted index, 1935-9—100. st—Short tons. t—Thousands. H—Treasury & R. 
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No. of 1944 Indexes (Nov. 14, 1936, ClL—100) High Low May !3 May 20 
Issues (1925 Cl.—100) High Low May 1!3 May 20 | 100 HIGH PRICED STOCKS... 66.93 62.77 64.72 65.88 
283 COMBINED AVERAGE ..... 88.3 79.5 83.2 85.6 | 100 LOW PRICED STOCKS... 87.70 75.33 80.92 83.68 

4 Agricultural Implements .. V6t0 148.6 150.8 158.6 6 Investment Trusts ................. 38.3 34.0 36.0 36.3 

9 Aircraft (1927 Cl—100)... 132.9 119.7 120.3 121.6 3 Liquor (1927 Cl.—100)........ 356.2 291.4 339.2 3535 

5 Air Lines (1934 Cl—1!00). 470.9 421.9 438.1 443.3 (ilo 114.6 105.2 1093 113.9 

S AMUSQMONE 52.0. 74.2 68.2 70.3 72.3 rT | 3, | re 89.0 82.5 84.4 85.5 
12 Automobile Accessories ...... 133.4 119.0 126.2 131.9 3 Meat Packing 0... 64.9 55.5 58.9 60.2 
12 Automobiles 000... 20.2 17.6 19.4 20.0 11 Metals, non-Ferrous _........... 127.3 116.4 116.4a 118.5 

3 Baking (1926 Cl—100)........ 14.1 12.9 13.5 13.6 Sere Re ac 14.7 12.5 14.0 

3 Business Machines ................ 184.9 171.9 174.9 178.2 2 Petroleum 134.9 124.3 130.0 

2 Bus Lines (1926 Cl—100).... 108.9 101.9 104.3 105.0 t9 Public Utilities 00000. 53.9 48.8 48.8 

BG Ghemleals sac ssc ks 185.4 176.0 176.9 178.8 4 Radio (1927 Cl—100)__.... 24.6 21.5 22.6 

4 Communication _............. 64.1 57.1 59.4 61.3 7 Railroad Equipment __........ 57.8 51.5 51.9 

2 Construction ......... 36.8 33.1 34.4 36.2 (Gi Nalvoade qs. 19.2 14.1 17.6 

Bi Containers: scsi .dsctecacit lcd 248.1 220.1 241.7 247.2 2 Shipbuilding 2.0... 83.7 70.3 73.4 

8 Copper & Brass 0... 69.1 62.5 62.5a 63.1 2 Sate Orinkee coos... SIRS 305.2 315.4 

2 Dairy Products ..................... 41.8 38.6 41.1 41.4 eet al (ae cea 73.3 65.7 67.7 

6 Department Stores ............. 30.8 28.2 29.7 30.5 CCC, Gea ere eeearser ae 46.9 41.7 45.3 

5 Drugs & Toilet Articles... 99.5 81.0 95.5 99.3 2 Sulphur 171.7 160.7 161.7 

2 Finance Companies................ 234.0 216.1 216.1a 225.5 3 Textiles 56.9 48.0 50.8 

7 Food Brands ooo... eee 133.8 123.1 124.5 126.1 3 Tires & Rubber... 30.0 25.4 29.1 

73 on Ce er 50.6 46.5 50.1 50.0 4 Tobacco 66.2 60.2 64.1 

AS EU tUR@ ter 2c5.0. 28a. ccoete sca 2e 62.4 56.4 60.4 62.4A 2 Variety Stores... 232.9 219.7 9223.5 

3 Gold Mining 00.0.0... 1010.4 879.8  879.8a 886.2 21 Unclassified (1943 Cl—100) 107.6 98.7 103.0 

















a—New LOW this year. New HIGH since: A—1943; P—1930. 
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Trend of Commodities 


Prospects of larger than expected crops of feed and 
food grains this year combined with progressive scarcity 
of grains from last year's harvest have caused considerable 
weakening in commodity futures along with firmness in 
cosh prices during the past few weeks. Despite imports of 
wheat from Canada farmers are reluctant to market the 
old grain and a number of flour mills in the Southwest and 
Northwest may have to close down within the next few 
weeks. Arrival of new grain early in July will offer only 
partial relief; since the new grain must be mixed with old 
to make a satisfactory blend for bakers. However, the 
CCC could release part of its current holdings of old wheat, 
amounting to around 125 million bushels, which at present 


is being sold only for feed. Agriculture Department esti- 
mates that stocks of corn, oats and barley may be down 
to 18 to 20 million tons by July |, compared with 29 mil- 
lion on the like date last year. Feed shortage is forcing 
livestock onto the market in such quantities that rationing 
of all meats but the choicer cuts of beef has been lifted for 
a few months. In an effort to relieve the present glut, the 
WFA has extended to good-to-choice butcher hogs weigh- 
ing 180 to 200 pounds the present support price ($13.75 
per hundred pounds at Chicago) on hogs weighing from 
200 to 270 pounds. Due to bad weather and labor short- 
age, flax crop this year (source of linseed oil) may drop 
35% below 1943. 
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U. S$. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 


May 13 Ago Ago Ago Ago Ago 194! 
180.9 180.5 180.7 179.7 177.8 176.3 156.9 
168.0 §67.9 168.3 168.0 167.5 167.7 157.5 
189.8 189.1 189.4 188.0 184.8 182.1 156.6 


28 Basic Commodities 
11 Import Commodities ... 
17 Domestic Commodities. 





COMMODITY FUTURES INDEX 
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MOODY'S INVESTORS 
SERVICE INDEX 























Average 1924-26 equal 100 


1944 1943 1942 1941 1939 1938 1937 


High 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
Low 95.16 88.45 83.61 55.45 46.5C 45.03 52.03 
202 


Date 2 Wk. Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
May 13 Ago Ago Ago Ago Ago 194) 
222.1 221.8 222.4 220.7 213.1 206.4 163.9 
201.3 207.2 207.1 206.7 203.5 200.7 149.2 
163.1 162.6 163.0 161.9 160.5 159.9 148.2 


7 Domestic Agricultural 
12 Foodstuffs 
16 Raw Industrials . 




















SPOT COMMODITY INDEX 
260 MAR APR. MAY 
250 4 Nv ee ee 
240 
DOW JONES 
i ee ‘a 




















15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 


1944 1943 1942 1941 1939 1938 1937 
High 251.5 249.8 239.0 219.0 172.3 152.9 228.1 
Low 247.0 240.3 220.0 171.6 138.4 130.1 144.6 
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wctrical Equipments Today 
and Tomorrow 





(Continued from page 1g) 


war earnings were small, with 
e first turn for the better coming 
,1941 when 83 cents a share was 
ported, followed by $1.57 in 1942 
nd $2.01 a share in 1943. Small 
widends were paid in several years, 
hen 50 cents a share in 1943. In 
he first quarter of this year, 15 cents 
as paid. 

Maytag Co. has had only one good 
ar in the past fifteen, with $1.04 
share shown in 1936, and in many 
thers since 1929 it had deficits or 
nowed less than 50 cents a share, 
et in the 1920s, this was a very pros- 
erous company. In 1g2g, its net 
as $3.93 a share. The company 
‘the largest maker of electrically 
perated washing machines in the 
nited States, and it is expected that 
here will be a very large demand 
o this household appliance after 
he war ends. It also makes ma 

hines which are powered by gaso- 
ine, and it has production in some 
ther lines of laundry accessories. 

Easy Washing Machine Corp. has 
hown earnings of 50 cents to $1 a 
hare in many years, but lapsed into 
leficits in others in the past fifteen 
ears. The washing machine busi- 
ness, Judging by the results of this 
ompany, Maytag, Bendix Home 
\ppliance, and others in this line, 
must have been very competitive, 
with prices for the product cut to 
near the point where little profit 
was left. The demand for these 
ilems after the war is over may make 
lor a temporary improvement in the 
aarnings position. Easy Washing 
Machine “B” has had a large per- 
(entage advance in the past year in 
mticipation of this. 

There are many other companies 
in the electrical goods field, some of 
them as only a part of their total 
business, such as Allis-Chalmers 
Manufacturing Co. There is one 
whole group which specializes in 
telephone equipment, of which the 
American Telephone & Telegraph 
Co. subsidiary, the Western Electric 
Co. is the largest. To this is added 
the Kellogg Switchboard & Supply 
Co., Graybar Electric Co. and the 
manufacturing branch of the Inter- 
national Telephone & Telegraph 
Co., Stromberg-Carlson Co., which is 
better known for its radio sets, also 
makes switchboards and _ telephone 
equipment. 

There are a number of others in 
this industry, of which some whose 
stocks may have speculative possibili- 
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ties are Sylvania Electric Products, 
‘Tung-sol Lamp, Air-way Electric Ap- 
pliances, Wagner Electric, Sangamo 
Electric, Landers Frary & Clark, and 
several of the makers of electrical re- 
lrigerators such as Nash-Kelvinator 
und Borg-Warner belong in this clas- 
sification for part of their business. 
Sewing machines are electric appli- 
ances, and the leaders in this field 
are Singer Sewing Machine and 
White Sewing Machine. All of the 
leading motor car makers have ther: 
electrical divisions, and some are in 
air conditioning or electric refriger 
ators and other appliances, including 
General Motors and Chrysler. 





An Investment Plan For 
Steady Monthly Income 





(Continued from page 191) 
stocks selected, but not all, are of 
above-average steadiness as to both 
dividend record and market action. 
Exceptions—as for instance Para 
mount and Allis-Chalmers—have 
been included on the basis of future 
prospects judged to be much bette 
than longer-term back record. Where 
investors are interested in apprecia 
tion potentials, purchases should 
only be made in periods of substan 
tial reaction. 

In this portfolio we put $11,890 
into bonds of which $4,850 is in 
long-term issues, $7,040 in bonds of 
medium-term maturity; $7,740 into 
preferred stocks; and $20,760 into 
common stocks--the total coming to 
$40,390 at recent market prices. The 
long-term bonds (2 each) are 
Southern Pacific 44s, 1981; Ameri- 
can & Foreign Power 5s, 2030; New 


York Central 44s, 2013. The 
medium-term bonds (also 2 each) 


are Pittston Company 55, 1964; In- 
ternational Telephone & Telegraph 
58. 1955; Atlantic Coast Line 1st 
mortgage 48, 1952; and Pittsburgh & 
West Virginia 414s, 1958. The pre- 
ferred stocks (20 shares each) are 
Federated Department Stores $4.50: 
Consolidated Edison $5; Remington- 
Rand $4.50; and Radio-Keith-Or- 
pheum $6. 

The equities and number of shares 
of each are as follows: 50 Chesapeake 
& Ohio, 80 Paramount Pictures, 50 
Commercial Investment Trust, 75 
McGraw Electric, 100 Dome Mines. 
60 Allis-Chalmers, 20 Westinghouse 
Electric, 30 American Tobacco “B,” 
go Sterling Drug, and 40 Standard 
Oil of New Jersey. 

The schedule of monthly income 
return from this portfolio is shown 
in the accompanying tabulation. 


NOTE From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number sixteen of @ series. 

ScHENLEY DisTiLLers Corp., N. Y. 


What’s in a Name? 


Nice to pick up your favorite paper 
and read what’s going on in the world. 
Interesting. too, to read the advertising 
—to see names of products and places 
that are really friends of ours. Many 
of these names are on packages in our 
pantry, in medicine cabinets in the 
bathroom, on tie hubcaps of our autos, 
in our shirts and suits and shoes. 

We have been to!d that long before 
printing had been invented, the Guilds 
of the Middle Ages passed laws, com- 
pelling each member to stamp a per- 
sonal identification mark on his goods. 
And most of these Guild members 
made goods according to self-imposed 
standards. Really. the original purpose 
of trademark laws was to help trace 
culprits who made sub-standard goods. 

Later. the Guilds faded from history. 
But some men were proud to continue 
putting their brand names on_ their 
products. And the public found that 
goods bearing certain brand names 
pleased them better than others. For 
exactly the same reason, today, con- 
sumers make most of their purchases 
by brand names. 

Every once in a while somebody pro- 
poses to do away with all brand names 
and to sell manufactured and processed 
goods according to “standardized 
grades.” Such a plan might develop a 
tendency on the part of some manu- 
facturers to “get by” with the least 
that is required of them to meet a 
civen standard. It would give little en- 
couragement to those who provide 
the consumer with the biggest measure 
of quality—exceeding the minimum 
requirements. Laws would have to be 
passed compelling every maker to put 
a serial code number on his goods, so 
that if there were a complaint about 
his goods, it could be traced to him. 
buyers would discover that there is a 
Cifference in quality, even within the 
range of any one grade. But the buyers 
would have to remember the numbers, 
if they found certain articles in a grade 
better than others. And that would be 
awkward. 

The movement to eliminate brand 
names would not do away with the in- 
alienable right of consumers to shop 
for the best value for their money. It 
would merely substitute numbers for 
names. As for ourselves, we would 
rather be known by a name than a 
number. Most Americans would. 


MARK MERIT 


of ScHeENLeY Distriters Corp. 
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The Personal Service Department of THE MacazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but bebrief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. If nto nowa paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Twin City Rapid Transit 


What is your opinion of Twin City 
7% Preferred? Are the benefits only 
from wartime transportation? What ts 
the worth per share now? How about 
the common? Thank you—AAH, Ro- 
chester, N.Y. 


The preferred shares of Twin City 
Rapid Transit Company are meet- 
ing with considerable favor among 
those who are speculatively inclined, 
chiefly on the basis that some ad- 
justment may take place to eliminate 
preferred dividend arrears. There 
are approximately $11,500,000 of 
514% bonds which rank prior to the 
preferred shares and which fall due 
In 1952. 

The preferred shares are listed on 
three exchanges, namely, New York 
Stock Exchange, Montreal Stock Ex- 
change, and Toronto Stock Ex- 
change. According to the 1943 
statement the equity per common 
share is $233.33 for each preferred 
share. Working capital ratio is only 
about 1.25 to 1 but is probably ade- 
quate for this type of business. 

The trend of earnings since 1938 
is almost vertically upward, a loss 
amounting to $1.46 having occurred 
in 1938 while earnings were $44.54 
per preferred share in 1943. In that 
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period total earnings have been 97.40 
on the preferred shares while divi- 
dend payments amounted to $14.00 
and as of June 30, 1944, arrears will 
equal $49.00 per share. During the 
period these shares sold as low as 
137% in 1940, compared with a re- 
cent high of 102 and an all time 
high of 109 in 1936. 

Since it would require about $1,- 
500,000 to pay the preferred arrears 
in cash, possibility of such early pay- 
ment is distinctly limited. Rumors 
have it that arrears will be elimi- 
nated through issuance of additional 
common shares but since no con- 
firmation can be obtained, it may be 
in the nature of wishful thinking. 
At the same time, it seems safe to 
assume that dividends can at least 
be maintained at the full rate of 
$7.00 yearly for the duration with 
the possibility that extra payments 
can be made in cash to reduce the 
amount in arrears. 

At the present price of $97.00 per 
share, the shares seem amply priced 
unless one can get definite informa- 
tion on the possibility of early elimi- 
nation of the arrears. In the event 
of a reaction to about the 75-80 level 
without any change in general con- 
ditions then the shares would again 
have above average appeal. As to 
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the common, the possibilities for ap. 
preciation can hardly be said to just 
ify the speculative risk involved be- 
cause of the heavy arrears on_ the 
preferred. 


What Value for Columbia 
Gas & Electric? 


“IT have been holding 100 shares of 
Columbia Gas & Electric Co. common 
stock purchased at 20. I would appre- 
ciate your giving me an analysis of this 
stock and your opinion of the possibility 
of it again reaching my purchase price.’ 


—JHM, Cheviot, Ohio. 


As you probably know, Columbia 
Gas & Electric Company has been 
endeavoring to work out a plan ol 
integration to comply with the Hold: 
ing Company Act. In the annual 
report for 1943, the president stated 
it is impossible to attempt a_ final 
determination of integration and re- 
capitalization since rate cases pend: 
ing before the Federal Power Com- 
mission may have a controlling effect 
on anything which may be done 
along the line of capital readjust- 
ment. 

Earnings for 1943 were 36 cents 
per share, exactly the same as for 
1942, while price range was 514 high 
and 17% low and a dividend of 10 
cents was paid in 1943, with no divi- 
dend paid in 1942. While net cur 
rent assets increased by some $3,000, 
ooo in dollar total, ratio remained 
about the same as 1942 due to a cor 
responding increase in current lia: 
bilities according to the consolidated 
balance sheet. 

The president of this compan) 
earlier stated that diligent efforts 
were being made to submit a plan ol 
recapitalization that would be satis- 
factory to the Security Exchange 
Commission and the stockholders. 
Under the circumstances it would be 
difficult to predict a value for Co 
lumbia Gas & Electric common. 
However, a fair estimate might be 

(Please turn to page 220) 
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to the People who Produce 
your Electric Light 


and Power 
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| if 6 The Charles A. Coffin Foundati 
Wy y 1€ Uharles A. Coffin foundation 
H/) | confers a special citation for 
a | / i] . . ° . . 
' ih / distinguished wartime achievement 
if on the vy 
ELECTRIC LIGHT anp POWER INDUSTRY 
‘‘Faced with unprecedented demands, the Electric Light and Power Industry has met every war-production re- 
quirement without delay and without impairment of its peacetime services to the public. This achievement merits 
the appreciation not only of American industry but of the entire nation.’’ FROM THE CITATION 
Tris CITATION is richly merited- for job that has been done in providing power sup- 
here is a branch of industry that has done a _ ply.Powerhas never been too little or toolate.” 
remarkable war job that has not been gener- We of General Electric, who have built a 
ally recognized. large part of the electric equipment which 
If electric power should fail, or if it be too —_ generates, distributes, and uses the electric 
little or too late, the disastrous effects would — power of America, take pride in the way this 
startle all America. Vital machines would equipment is standing up under the strain 
be motionless. Millions of homes would be _ of “forced draft”? wartime operation. 
cold-—and an eerie blackout would descend Many of the men and women responsible 
over the land. for this remarkable record are your neigh- 
But electricity has not failed. Rather, in bors—the manager or meter reader who 
1943 twice as much power was produced as in __ lives across the street, the girl in the account- 
the year before the war—with the minimum __ ing department who is in your bridge club, 
of new facilities—and despite large losses of | the lineman with whom you bowled last 
skilled employees to the Armed Services. night. A word of appreciation from you to 
In the words of J. A. Krug, Director, Office —_ them will lend added significance to this well 
of War Utilities of W.P.B., “Power men— deserved citation. General Electric Company, 
public and private—should be proud of the Schenectady, New York. 
Invest in Your Country's Future—BUY WAR BONDS 
963-86-211 
Hear the General Electric radio programs: ‘The G-E All-girl Orchestra’’ Sunday 10 p.m. EWT, NBC—“‘The World Today” news, 
every weekday 6:45 p.m. EWT, CBS. 
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Crawford Compressor Station, near Columbus, Ohio—Largest of its kind in the 








Bh the year 1943 Columbia System threw all its 
energies into the war effort. Output of gas and 
electric energy reached all-time high marks. Half 
the electricity and 39% of the gas sold by Columbia 
went into war industry. 

Dependable natural gas as a fuel was supplied by 
the System to over a million industries, commercial 
consumers and homes. In addition, Columbia filled 
the electric heat, light and power requirements of 
more than 400,000 customers. 

Columbia’s operations extend throughout more 
than 1600 communities, serving a population in 
excess of 5,000,000. 

In a very real sense, Columbia System is a publicly 
owned enterprise. It is responsible to 82,000 share- 

. holders, living in all 48 states, 5 do- 
mestic possessions and many foreign 
countries, 


Columbia System’s 1943 gas sales... 
187,280,477 Mcf; 
electric sales 1943 totaled 2,527,846,255 Kwh 


COLUMBIA GAS & ELECTRIC 
CORPORATION 
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What World Financial 
Barometers Indicate 





(Continued from page 171) 


to go quite so far, some have man. 
aged to direct part of their exports to 
Neutrals for payment in casa. Ry. 
mania, for example, for some time 
has been selling to Turkey grain and 
other commodities urgently needed 
by Germany. 

Sweden last vear point blank re. 
fused to renew the system of extend: 
ing sizable trade credits and insisted 
that a major part of the outstanding 
official export credits be liquidated, 
Switzerland withstood all German 
pressure for renewal of their old 
trade agreement with a subsequent 
sharp slump in the exchange of 
goods. Even Spain, normally coop- 
erative, has become more and more 
intent upon reducing substantially 
its credit balance in the clearing ac 
count and is pressing Germany to 
ship goods equivalent in value to 
Spanish exports to the Reich. Tur 
key for some time has made it a 
condition that Axis goods promised 
under trade agreements must be de- 
livered at the Turkish frontier before 
the release of compensating Turkish 
raw materials and agricultural prod. 
ucts. A similar insistence has de. 
veloped in Portugal. On the whole, 
the growing difficulties of commerce 
within Axis Europe point not only to 
progressive deterioration of the Ger. 
man trade position but to waning 
confidence in her chances to obtain a 
desirable peace. This has given rise 
to a trade war within Axis dominated 
territory which grows more intensive, 
the smaller Germany’s prospects ol 
survival. European countries, as far 
back as 1943, have seen the hand. 
writing on the wall; their reaction is 
portrayed in subsequent trade rela: 
tions culminating today in_ pro 
nounced unwillingness not only to 
trade on Germany's terms but 0 
trade at all beyond the limit dictated 
by sheer economic necessity. 

Equally outspoken on the value 
tion of Germany’s future prospects 
are Europe’s “phantom” markets, the 
phenomena of the various bourses 
and black markets in occupied Eu 
rope. Price advances have been set 
sational reflecting a frantic rush out 
of money into anything “real,” any: 
thing even remotely representing 
property or concrete values. To- 
gether with a sharp devaluation ol 
the Reichsmark outside of official 
dealings, these phenomena _bespeak 
universal conviction that Hitler’ 

(Please turn to page 209) 
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and Comnany C 


Looking For Business 


Foreign trade is complicated stuff 
for those without practical experi- 
ace in it. Quite a few companies, 
which will have surplus producing 
capacity after the war, are hopefully 
mulling over export possibilities but 
fr handicapped by lack of trained 
foreign trade specialists on their 
taffs. But there are many large cor- 
porations whose pre-war export 
business amounted to a substantial 
percentage of the total and who 
have the “know-how”. This is espe- 
dally true in farm equipments, the 
big motor companies, machinery, 
rail equipments and office equip- 
ment. Various companies well-equip- 
ped for export work are agressively 
planning now to go after whatever 
business there is. It is with respect 
to Latin-America that these “private 
mterprise” trade plans appear mest 
advanced. The reasons are obvious. 
Latin-America, practically speaking, 
isnot at war — though some of the 
countries technically are — has had 
a considerable economic expansion 
a a result of the war, and will be 
well-heeled with dollar balances 
when the war ends and more or less 
normal trade can be resumed. 


Baltimore & Ohio 


Roy B. White, president, states 
through sinking fund operations 
under its 1938 plan a total of $57,- 
337,000 in system obligations were 
retired in 1943; and that total debt 
retirement, other than equipment 
trusts, has amounted to $83,139,000 
ince August 15, 1938. This reduced 
annual interest charge by $3,956,- 
0 yearly. 


Sold Out? 


Some analysts figure that “war 
stocks” are completely sold out, will 
not go importantly lower in reac- 
tions and—at least some of them— 
ought to go higher with peace. May 
be so. It remains to be proven. But 
we note that Bullard, a machine 
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tool stock, recently broke from 1914 
to 1714 on omission of the divi- 
dend: not much in points but quite 
a percentage at that. Whether it goes 
lower over the near term, stablilizes 
about where it is or rallies should 
afford some interesting evidence as 
to the technical status of the aver- 
age “war.” issue’ 








COMPANIES REPORTING 
INCREASED EARNINGS 
(FOR 1st QUARTER) 


1944 1943 
Mid-Continent Pet. $0.77 $0.61 
Mullins Mfg. 0.43 0,07 
Pullman 0.70 0.62 
Paramount (a) 1.02 0.95 
Briggs & Statton 1.48 0.83 
Montgomery Ward (b) 0.73 0.70 
Raybestos-Man. 0.78 0.75 
Int. Paper 0.52 0.47 
Nat. Container 0.78 0.53 
Crosley Corp. 2.61 2.06 
Great North. Paper 0.45 0.21 
Richfield Oil 0.22 0.16 
Ohio Oil 0.60 0.46 
Pfizer (Chas.) & Co. 0.88 0.69 
Sterling Drug 1.58 1.37 
American Stone 0.53 0.23 
Cons. Cigar 0.98 0.78 
Philco Corp. 0,69 0.51 
Amerada Pet. 1.84 1.20 
duPont 1.38 1.16 
Tide Water Oil 0.47 0.33 


(a) Quarter ended April 1. 
(b) Quarter ended April 30. 








At The Top 


Even before the long awaited in- 
vasion goes over the top, there are 
more and more signs that produc- 
tion at home is at its top in some 
categories and past it in others. Two 
current bits of news: fighter plane 
schedules—but not bombers—are 
being revised down; output of elec- 
tricity is showing steadily narrowing 
gains over a year ago. It was but 6.8 
per cent higher in the latest week, 
may quite conceivably be under a 
year ago by year-end. 





Capital Goods Orders 


Recently indexes of new orders 
for capital goods advanced sharply 
after having sagged over a period of 
some months to the lowest level that 
had been seen since early 1942. You 
perhaps remember that a few weeks 
ago the Army suddenly put heavy 
artillery, and shells therefor, in a 
top priority. Evidently the spread- 
ing of those orders through the 
capital goods industries — a term 
now meaning war industries — was 
responsible for a big lift. It shows 
how sensitive industry is to shifts 
in the huge military production pro- 
grams. The underlying trend of 
capital goods new orders probably 
is down. That is, the index is likely 
to decline unless there is another 
burst of emergency Army ordering 
or WPB permits resumption of civi- 
lian production of shortage goods, 
the latter being unlikely until some 
time after the invasion. 


Hot Weather 


If there is anything in seasonal 
influences, the liquor stocks should 
take a vacation from the speculative 
limelight in the hot weather season 
now nearly at hand, and soft drink 
stocks should come in for more at- 
tention. The soft drink shortage this 
summer will be the worst since the 
war started. Citric acid is allocated 
at only 40 per cent of 1941 use and 
substitutes are not much more 
plentiful. Permitted sugar use is 70 
per cent of 1941, and may be raised 
to 80 per cent at most in the near 
future. If that were not enough, 
crowns, bottles and shipping con- 
tainers are hard to get in adequate 
volume. Finally, delivery trucks are 
a year older since last summer and 
those that wear out can’t be re- 
placed. Regardless of these short- 
term pros and cons, Canada Dry re- 
mains one of this department’s fa- 
vored longer-term bets. It appears 
to be a genuine “growth” issue, but 
there can be no big pay-off until 
peace and lower taxes are a fact. 
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Woolworth 


E. C. Mauchly, vice-president of 
Woolworth, states that sales for the 
first four months of the year were 
$132,712,000 or only 1.44 per cent 
above a year ago. Although consid- 
erable supplies of some types of 
merchandise can be had, many of 
the most desirable lines are either 
not available or not available in 


‘anywhere near desired amounts. 


This executive says it would seem 
unwise to make any predictions 
about business prospects for the 
near term or the rest of the year. 
That’s discretion for you. We have 
some guesses but will refrain. 


Expansion 


As an example of super-expansion 
of operations in war, Bendix Avia- 
tion is a sight to behold. Sales just 
reported for the last fiscal year were 
$918,753,000 or nearly double the 
$465,980,000 total of the previous 
year. Sales in the good pre-war 
peace year 1937 were $40,594,000 — 
considerably less than one-twentieth 
as much as in the past year. The “un- 
winding” of Bendix after the war 
will be quite a trick. However, it 
has a notable smart management. 
Though Bendix will shrink greatly, 
we'll bet it will remain a lot bigger 
than before the war. 


American Locomotive 


With tank production practically 
eliminated, first quarter deliveries 
of American Locomotive were about 
$75 million, against over $119 mil- 
lion a year ago; and backlog now is 
around $250 million or about half 
level of year ago. President Dicker- 
man says first quarter net, before 
renegotiation, approximated $1.8 
million, about 30 per cent below 
year ago. 


This And That 


Domestic beet sugar companies 
such as Great Western and American 
Crystal appear to be in for a poor 
year due to short crop and higher 
costs, while cane sugar companies 
of Cuba, Porto Rico and Caribbean 
area are doing well ... WPB author- 
izes production after July 1 of 200,- 
000 telephones per quarter for civi- 
lian use, which will help the Bell 
System catch up with demand... . 
The $15 millioi of new money fi- 
nancing by Quaker Oats for “possible 
future requirements” is a surprise. 
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Southern Pacific’s announcement of 
further bond retirement and a 25 
cent extra dividend was a pleasant 
reminder to the market that rail- 
roads will continue to do well at 
least until Japan is through. . . . The 
Illinois Central is believed to have 
some oil on its rights of way in Mis- 
sissippi but regardless of that Presi- 
dent Bevin says flatly there will be 
no dividendss on the common as 
long as this road’s debt is anywhere 
near present level of $292 million. 
Trying to bolster itself for post-war, 
Worthington Pump has _ bought 
Electric Machinery Manufacturing 
Company of Minneapolis, maker of 
motors and generators. . . . Stove ra- 
tioning probably will be ended 








COMPANIES REPORTING 
REDUCED EARNINGS 
(FOR Ist QUARTER) 


1944 1943 
American Seating $0.32 $0.49 
Am. Zinc, Lead 0.09 0.16 
Sylvania Electric 0.52 0.59 
Int. Nickel 0.44 0.52 
Byron Jackson 0.61 0.90 
Noblitt-Sparks 1.37 1.84 
Reading Co. 1.18 1.87 
Wabash R. R. 2.10 2.57 
Anaconda Copper 0.87 1.05 
Belding-Hem. 0.23 0.37 
Hudson Motor 0.17 0.31 
Am. Arlines 0.95 1.89 
Ex-Cell-O 1.21 1,81 
Celanese 0.90 1.01 
Northern Pac. 0.75 1.31 
United Air Lines 0.66 0.79 
Gen. Am. Transp. 0.79 0.89 
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soon, but it won’t make much differ- 
ence unless increased production is 
allowed. ...The Amott, Baker index 
of prices of 200 Eastern real estate 
bond issues has now advanced for 
22 consecutive months, having 
scored total gain of 47.9 per cent 
since June, 42. ... Not intimidated 
in the least by the Japs, Ingersoll- 
Rand in its annual reports still lists 
Singapore as the site of one of its 
foreign offices. ... Weirton plant of 
National Steel has had ten years 
without a strike, so maybe anti-New 
Dealer E.T. Weir would make a good 
Secretary of Labor. ... Instead of the 
usual emphasis on “uncertainties”, 
Phillips Petroleum says calmly: “the 
company has never been better 
fortified with raw materials reserves, 
diversified income and strong financ- 
ial position.” 


THE 


Oil Supply 


At the start of the year Mississippi 
had a proven oil reserve of less than 
50 million barrels, according to 
Joseph E. Pogue, vice president of 
the Chase National Bank and a well. 
known oil economist, but it will not 
be surprising, adds Mr. Pogue, if 
this is increased 20-fold over the 
next several years, putting Missis. 
sippi in perhaps sixth or seventh 
place, instead of present twelfth 
place, among oil producing states, 
Mr. Pogue is among the optimistic 
oil experts, so far as future domestic 
supply is concerned. He _ thinks 
recent talk of shortage is exaggerat- 
ed. So do various other oil men, 
However, those who warn of future 
shortage are by no means confined 
to Government officials. Some re- 
putable private geologists are think- 
ing the same way. Looks like we 
laymenwill just have to wait and see, 


Macy Again 


Being human, we sometimes err. 
Recently in commenting here on 
sales volume and profits of R. H. 
Macy & Co., we inadvertently cited, 
as annual figures, the figure for half- 
years ending Jan. 31 or thereabouts. 
For the full year ending Jan. 29, 
volume was $165,631,000, against 
$161,326,000 the year before and 
$153,522,000 for year ended Jan. 3], 
1942. Net per share profit for these 
three years was $2.25,$1.82 and $1.68, 
respectively. That’s better. Natural- 
ly a merchant sells more and earns 
more in full years than in half-years. 


Which Is Right? 


Continental Can — and it has lots 
of company — must think weil of 
prospects in the plastics business, 
for it has recently bought the Rey- 
nolds Molded Plastics division of 
Reynolds Spring Company, third 
largest custom plastics molding 
concern in the country. But Rey: 
nolds, whose spring business would 
seem to our eyes to need diversifi 
cation, must not think so well of 
plastics profits or it would not have 
sold. Which company was smartest 
in this deal. Time alone will tell. 
Meanwhile, Reynolds has some un 
announced plans for a different ven- 
ture or ventures in diversification. 
Most everybody is doing it. The 
other fellow’s pastures—mainly i 
consumer goods, however — always 
seem to look greener than one’s own. 
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(Continued from page 206) 


“new order” is doomed to death. 
The huge note circulation in almost 
all European countries and the un- 
usually large amount of bank money 
emphasize the strong inflationary 
wend everywhere. Trade in a few 
non-controlled goods such as stamps, 
paintings and antiques is flourishing 
and nowhere more than in Germany 
proper where confidence in eventual 
restoration of the currency has long 
been waning. 





Market Outlook for Utility 
Securities 





(Continued from page 187) 


factor with the utilities, because rate 
regulation and taxes rob stockhold- 
ers of some of the benefits of growth. 
Nevertheless, companies in territo- 
ties with good future growth pros- 
pects would seem to hold out more 
interesting possibilities and greater 
dividend assurance than those in less 
favored sections. Houston Lighting 
& Power has been the most successful 
of the six offerings listed above, per- 
haps because of its own growth rec- 
ord and the expectations that Texas 
will continue to be a favored agri- 
cultural and industrial state. Idaho 
Power has also been recognized as a 
potential growth company for a spe- 
cial reason—it has large excess capa- 
city and it is expected that after the 
war the Government will open up 
extensive additional areas to irriga- 
tion in that state. On the other 
hand, while the Pacific northwest 
would seem to have probably the 
best growth prospects of any terri- 
tory, the stocks of companies in that 
area—Puget Sound and Mountain 
States—do not reflect this because of 
offsetting fears of investors regard- 
ing the antagonistic attitude of 
Washington agencies, which have 
built huge hydroelectric develop- 
ments in this territory. 

Sound utility operating company 
stocks are still selling at very attrac- 
tive yields if comparisons be made 
with the extremely low yields ob- 
tainable from the bonds and pre- 
ferred stocks of these same compa- 
nies. The average high-quality utili- 
ty bond yields only a little more than 
a Government bond, and preferred 
stocks of good calibre are being 
currently marketed to yield less 
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Not jungle fighters in the Solomons, but a Pure 
Oil geological exploration party in the swamps of 
Louisiana. They are preparing to set off an under- 
ground explosion for a seismograph recording of 
the depth of rock strata. 


TRACKING DOWN 
MORE FIGHTING OIL! 


Pure Oil geologists and production men have 
fought valiantly to find new fields and increase 
yields from existing fields. Result: Pure Oil's 
known reserves are greater than they were at 
the beginning of the war, in fact, greater than 
iene pa at any time in the Company’s history. 
Pure Oil is taking fighting oil : pan’ : 
today from its fields in eleven 
states. Here’s a Pure Oil 
drilling crew in action. 


Pure Oil’s constant search, and active oil 
production in eleven states, is integrated with 
the Company’s extensive transportation, refin- 
ing and marketing operations to supply the 
battle-winning products of petroleum to this 
fighting nation. 


THE PURE OIL COMPANY, U. S. A. 


























than 4%. Hence, a common stock 
yield of 614 to 7%, if sufficiently 
protected by earnings, is relatively 
attractive for a diversified list. 
Moreover, the utility operating 
stocks, in spite of their fluctuations 
in recent years, are likely to prove 
more stable in future than the rails 
or most industrials. It seems un- 
likely that they will again encounter 
such disturbances to investor-confi- 
dence as they have weathered in re- 
cent years. Conservative stocks like 
Consolidated Gas of Baltimore, 
Commonwealth Edison, Pacific Gas 
and Boston Edison seem likely to 


appreciate moderately in the post- 
war period as investors more fully 
regain their confidence in the indus- 
trv. 

Regarding the speculative-invest- 
ment potentials in holding company 
preferred stocks, these have enjoyed 
very substantial gains in the past two 
years, but many of them doubtless 
possess further possibilities for ap- 
preciation as their relations with the 
SEC integration program are gradu- 
ally clarified and their present com- 
plex structure is simplified and 
strengthened. Future earning pow- 
er must be analyzed in the light of 
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Atlantic City Electric Company 
Appalachian Electric Power Company 
Indiana General Service Company 
Indiana & Michigan Electric Company 





POWER 
TO DESTROY THE AXIS 


MALL compared with the supreme sacrifices of the men on the fighting fronts 

on land and sea, the production accomplishments of men and machines in 
American industry have made their successes possible. 
never teo little or too late, is the gigantic massing of electric power — over 80 per 
electric power companies. 


Possible because of long range planning and teamwork in the American Way — 
teamwork that includes all of our employees from those on far-flung battle fronts to 
those with their hands on the switches that release the power to war industries. We 


will continue this support, for here in America we have more electric power than 
the Axis Nations and all their satellites combined. 


AMERICAN GAS AND ELECTRIC SERVICE CORPORATION 


PRINCIPAL AFFILIATES 


Wheeling Electric Company 


Behind the production, and 


Kentucky and West Virginia Power Com- 
pany, Inc. : 

Kingsport Utilities, Incorporated 

The Ohio Power Company 

The Scranton Electric Company 








possible tax changes, however. In 
some cases, the sale or distribution 
of operating company stocks will add 
substantially to the system’s Federal 
tax burden. On the other hand, 
most holding company systems pay 
heavy excess profits taxes, and relief 
from these taxes after the war might 
substantially increase earnings. An- 
other important factor is the possi- 
ble loss of war plant power sales, 
which might cause temporary irregu- 
larity in earnings pending an off- 
setting growth in residential sales. 

Holding company preferred stocks 
such as those of Commonwealth & 
Southern, United Corp., United 
Light & Power, Standard Gas & Elec- 
tric, Electric Power & Light, Ameri- 
can Power & Light and Cities Ser- 
vice have a special interest for the 
wealthy investor, who is not particu- 
larly interested in current income, 
because he has to pay part of it to the 
Government. 
tent to await eventual settlement of 
accumulating arrears, knowing that 
such income can be treated as capital 
gains if in cash, or retained as a divi- 
dend-paying investment if paid in 
new securities. 
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Such holders are con-, 





Review and Post-War Fore- 
cast for the Utilities 





(Continued from page 185) 


apparently realize the futility of seek- 
ing a finding that Section 11 is un- 
constitutional (the Supreme Court 
has not yct definitely passed on the 
law).. While there are some linger- 
ing “rear guard” legal actions, the 
majority of the holding companies 
are now “playing ball” with the 
Commission, and the latter has mel- 
lowed somewhat. There are still 
long and unaccountable delays in 
some cases, but on the other hand 
the SEC has speeded up many of its 
decisions, despite a manpower short- 
age. 

It will take many years at the 


“present rate of progress to complete 


the integration program. Even 
though the SEC should do its best to 
maintain a two-year deadline for en- 
forcement of its “death sentence” 
orders, the courts still move as slowly 
as ever and it may take two years or 
more to obtain a final judicial “OK” 
if security holders wish to spend the 
money to contest SEC decisions. 
Fortunately, this is not always the 
case; the United Gas Improvement 
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integration case has moved smoothly 
and expeditiously (that system had 
a favorable capital set-up, however). 

One of the most significant court 
decisions of the past year was the 
Supreme Court’s findings in the 


Hope .Natural Gas case. Several 
opinions (majority and minority) 
were issued, and the results were far 
from clear-cut. While the majority 
appeared to favor the idea of orig- 
inal cost as a rate-base, the issue was 
not clesed. The court adopted a 
pragmatic attitude, holding that 
whatever commission rules work out 
for the best interests of all con- 
cerned are proper at law. The trend 
was away from the defense of prop- 
erty rights, toward the newer and 
looser concept of social welfare. 
However, the Court did indicate 
that utilities must be allowed to 
make profits sufficient to attract new 
capital, which they obviously have 
not been doing in recent years. 

Last year the utilities were able to 
earn a little more than in 1942— 
about $16 million, or 3%—because 
of the fact that tax rates remained 
unchanged, and gross business in- 
creased nearly $200 million. But this 
year the excess profits tax rate has 
been raised and some companies like 
Consolidated Edison may have no 
further “carry-overs” to keep them 
out. of the excess profits bracket. 
Moreover, the gain in revenues 
won’t be as big—recent weekly KWH 
figures showed a sharp drop, though 
previously the output has been run- 
ning about 12% over last year. 

The utilities are looking forward 
hopefully to relief from the burden 
of excess profits taxes after the war. 
These taxes make up about one-fifth 
of the total tax bill and doubtless 
the proportion will be larger this 
year. Such relief would of course be 
irregular, since some companies have 
managed to avoid the excess profits 
tax bracket. And of course the tax 
saving would not be a clean-cut one- 
fifth, but would average about 10% 
since the income tax of 409% would 
apply in lieu of the net 8414% e.p.t. 
rate. 

The immediate earnings trend for 
the utilities therefore seems mod- 
erately unfavorable, while the post- 
war outlook depends largely on the 
political trend at Washington and 
lightening of the tax load, which 
should help offset any irregularities 
due to any slump like that of 1921. 
The companies will need little new 
capital, but will doubtless continue 
their refunding program (about 
two-thirds completed) until money 
rates harden. If the political atmos- 
phere becomes increasingly favor: 
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ile, SO as tO permit extensive com- 
gon stock financing, the companies 
yuld then be in a position to 
godernize obsolete plants and fur- 
her reduce their costs, to the bene- 
i of both consumers and_ stock- 
holders. 









Centennial of the Telegraph 
















(Continued from page 181) 


I's a far cry, indeed, from that— 
ad within a notably short trme—to 
wday’s big business of radio broad- 
asting over hundreds of stations 
froughout the country and_ the 
world; whereby radio has become 
hoth a world forum and world sen- 
inel, a major purveyor of news, 
musement and education: for 
ountless millions the most constant 
nd intimate contact with domestic 
nd world affairs. And now, await- 
ing the end of the war—and already 
Well advanced technically—is_tele- 
sion, to bring visual images, as 
yell as sound, into the home by 
‘wireless.’ 

As a field for investment by the 
uublic, communications securities 
ave produced mixed results: rang- 
ng from excellent in the case of 
most telephone bonds and stocks— 
specially those of American Tele- 
hone and its subsidiaries—to indif- 
ent in the case of more specula- 
ve situations. 

American Telephone common is 
he most widely owned stock in the 
vorld, and in that respect is the 
remier investment equity. Another 
{ its distinctions is that the man- 
gement is flatly committed to main- 
ain a $9 dividend—no more and no 
es—as long as it lies within its 
ower to do so. There have been a 
ew periods when the dividend was 
ot fully earned, and when security 
nalysts indulged in a guessing game 
sto whether the payment would be 
ui Thanks to great financial 
irength, always it was paid. Since 
either the great depression nor un- 
recedented war-time taxes were 
ble to reduce this dividend, it 
ems a thoroughly safe assumption 
hat economic factors will never be 
‘sponsible for so doing. If it is ever 
ut, it will be through political pres- 
ure, via the rate structure. That 
ossibility is a matter of conjectural 
pinion. In the writer’s opinion, it 
’ improbable. 

Both regulation and management 
bolicy on rates and dividend pre- 
lude any significant secular growth 
f per share earnings. For that rea- 
m the substantial year-to-year and 
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and helps you. 





When Long Distance Says— 
“Please limit your call to 5 minutes” 


That’s a good suggestion to follow. It means 
the lines to war-busy centers are crowded. It’s 
a friendly, thoughtful act that helps the other 
fellow—and then some day turns right around 


BELL TELEPHONE SYSTEM 














cyclical advances and declines in the 
stock have always reflected the fluc- 
tuating hopes and fears of security 
buyers and sellers in far greater de- 
gree than changes in the underlying 
investment factors of value. At pres- 
ent, in- this “psychological range,” 
the stock is at a medium-high level, 
yielding approximately 5.7 per cent. 
For many years up through 1930 the 
company financed expansion through 
common stock issuance, the periodic 
“rights” being of substantial value 





to shareholders and adding a semi- 
speculative element of appeal. It is 
questionable when and whether this 
type of financing will be resumed. 
Western Union was regarded as a 
high grade investment stock for a 
long period of years prior to ‘the 
great depression, paying dividends 
of $8 per share, well covered by 
earnings. It was subsequently hit 
hard both by depression and com- 
petition from other forms of com- 
munication. Under best pre-war 
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INTERNATIONAL PETROLEUM 


COMPANY, LIMITED 


Notice to Shareholders and the 
Holders of Share Warrants 


NOTICE is hereby given that a semi-annual dividend 
of 50c per share in Canadian Currency, has been de- 
clared, and that the same will be payable on or after 
the lst day of June, 1944, in respect to the shares 
specified in any Bearer Share Warrants of the Company 
of the 1929 issue upon presentation and delivery of 
coupons No, 61 at:— 


THE ROYAL BANK OF CANADA 


King and Church Streets Branch, 
Toronto, Canada. 


The payment to Shareholders of record at the close 
of business on the 19th day of May, 1944, and whose 
shares are represented by registered Certificates of the 
1929 issue, will be made by cheque, mailed from the 
offices of the Company on the 3lst day of May, 1944. 

The transfer books will be closed from the 20th day of 
May, to the Ist day of June, 1944, inclusive, and no 
Bearer Share Warrants will be ‘‘split’’ during that 


riod. 

peThe Income Tax Act of the Dominion of Canada pro- 
vides that a tax of 15% shall be imposed and deducted 
at the source on all dividends payable by Canadian debt- 
ors to non-residents of Canada. tax.will be de- 
ducted from all dividend cheques mailed to non-resi- 
dent shareholders and the Company’s Bankers will de- 
duct the tax when paying coupons to or for account of 
non-resident shareholders. Ownership Certificates must 
accompany all dividend coupons presented for payment 
by residents of Canada. 

Shareholders resident in the United States are ad- 
vised that a credit for the Canadian tax withheld at 
source is allowable against the tax shown on their 
United States Federal Income Tax return, In order 
to claim such credit the United States tax authorities 
require evidence of the deduction of said tax, for which 
purpose Ownership Certificates (Form No. 601) must be 
completed in duplicate and the Bank cashing the 
coupons will endorse both copies with a ° certificate 
relative to the deduction and payment of the tax and 
return one Certificate to the shareholder. If Forms No. 
801 are not available at local United States banks, they 
ean be secu from t pany’s office or the Royal 
Bank of Canada, Toronto. 

Under existing Canadian Regulations: 

(a) Payment of this dividend to residents of enemy 
or enemy occupied countries is prohibited. 

(b) Payment thereof to residents of other portions of 
Continental Europe or of the French Empire and 
China is prohibited but such residents may d 
deposit to their credit in a Canadian Bank of all 
amounts payble to them. 

(c) Other non-residents of Canada may convert this 
Uividend at current Canadian Foreign Exchange Con- 
trol rates into guch foreign currencies as are permitted 
by the General Regulations of the Canadian Foreign 
Exchange Control Board. Such conversion can only be 
effected through an Authorized Dealer i.e., a Canadian 
Branch of any Canadian Chartered Bank. 

Shareholders residing in the United States may con- 
vert the amount the current dividend into United 
States currency at the official Canadian Foreign Ex- 
change Control rate by sending at their own risk and ex- 


s : York City, which will accept them for 
collection through an authorized dealer, or direct to 
any authorized dealer of the Canadian Foreign Exchange 
Control Board. 

_Shareholders residing in countries other than the 
United States to whom payment is not prohibited as 
above noted, many convert the amount of the current divi- 
dend by sending at their own risk and expense, coupons, 
or dividend cheques properly endorsed, to The Royal 
Bank of Canada, King and Church Street Branch, 
Toronto, Canada, or to any other authorized dealer or 
to The Agency of ‘The Royal Bank of Canada, 68 Wil- 
liam Street, New York City, U. 8. A. with a request for 
a draft in such foreign currency as is permitted in 
settlement of same, but they should first satisfy them- 
selves that this action is not prohibited by the Foreign 
oe Regulations of the country in which 
iey reside. 


IMPORTANT NOTICE 


Holders of Bearer Share Warrants who have not yet 
secured new talon with dividend coupons numbered 61 
© 80 inclusive, are hereby notified that same are 
available. The talon only should be detached from the 
Bearer Share Warrants and presented at or forwarded 
to the Company’s Office by registered mail (with return 
address clearly indicated) when a new supply of cou- 
pons, bearing the same serial number as the warrant 
from which the talon is detached, will be issued in ex- 
change therefor. 

By order of the Board, 
st J. R. CLARKE, Secretary. 
56 Church Street, Toronto 2, Canada 
10th May, 1944, 








business recovery levels, volume was 
nearly a third less than in 1929 and 
per share earnings less than half as 
large. The dividend rate is now $2. 
In nine of past twelve years it was 
lower than this and was omitted in 
four years 1933-1934 and 1938-1939. 

Swollen by war stimulus, last year 
was the first in which gross—at 
about $160 million—passed the 1929 
peak. Net was $5.80 a share on the 
Class A stock, $3.80 on the Class B. 
Due to change in capitalization in- 
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cident to merger of Postal into the 
Western Union system, earnings 
comparison with prior years is diff- 
cult. So far this year, net is running 
higher than a year ago. 

There are considerable benefits to 
the company in the Postal merger, 
though they will take time to bear 
fruit. It is questionable whether 
post-war gross or net can approach 
present levels. Dividend policy will 
remain conservative, for while work- 
ing capital position appears fairly 
comfortable, funds will probably be 
needed to finance facility improve- 
ment in order to put the company 
on a stronger competitive _ basis. 
Long-term possibilities in further 
technical innovations are regarded 
as considerable. There have been 
many such advances in telegraphy in 
past years, including the teletype 
system first developed by Bell Sys- 
tem engineers; automatic relaying, 
automatic repeaters, teleprinter-mul- 
tiplex repeaters, facsimile and car- 
rier circuits, etc. 

One of the most modern telegraph 
developments, giving a glimpse into 
the future, is the Telefax over which 
one can actually transmit one’s own 
telegram simply by dropping it into 
a slot just as a letter is dropped into 
a mail box. The machine automa- 
tically wraps the telegram around a 
revolving cylinder and transmits the 
message over the line to a receiving 
machine, where it is reproduced as a 
facsimile of the message sent. 

International Telephone & Tele- 
graph, with world-wide ramifica- 
tions in telephones, radiotelegraphy, 
cables and the manufacture of 
equipment is a big story in itself 
and much too long to tell here. The 
kind of economic and world condi- 
tions that we have had since 1929 
has presented problems to _ this 
management in comparison with 
which the administration of the af- 
fairs of most domestic enterprises is 
child’s play. Jt can be said that those 
problems, so far as humanly pos- 
sible, were met with a commendable 
resourcefulness. On the whole, the 
company has fared better through 
the war period than had been com- 
monly anticipated. Earnings have 
been aided substantially by the im- 
provement over the past two years 
in economic and foreign exchange 
factors in the various Latin-Amer- 
ican countries in which I. T. & T. 
functions and also by the fruits of 
the large-scale manufacturing op- 
erations, 

This company’s post-war prospects 
appear reasonably promising. Finan- 
cial position is considerably im- 
proved, in reflection of which its 
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IMPERIAL OIL LIMITED 


Notice to Shareholders and the Holders 
of Share Warrants 


NOTICE is hereby given that a semi-annual divideng 
of 2he per share in Canadian currency, has been declared, 
and that the same will be payable on or after the Ix 
day of June, 1944, in respect to the shares specified jp 
any Bearer Share Warrants of*the Company of the 19% 
issue upon presentation and delivery of coupons No, $j 
at: 


THE ROYAL BANK OF CANADA 


King and Church Streets Branch, 
; Toronto 1, Canada 


The payment to Shareholders of record at the close 
of business on the 17th day of May, 1944, and who 
shares are represented by Registered Certificates of thy 
1929 issue, will be made by cheque, mailed from thy 
ottices of the Company on the 3lst day of May, 1944. 

The Transfer books will be closed from the 18th day 
of May to the Slst day of May, 1944, inclusive and no} 
Bearer Share Warrants will be ‘‘split during that 
veriod, oe 
: The Income Tax Act of the Dominion of Canada pm, 
vides that a tax of 15% shall be imposed and deducted 
at the source on all dividends payable by Canadia 
debtors to non-residents of Canada, The tax will bf 
deducted from all dividend cheques mailed to non-resident 
shareholders and the Company’s Bankers will dedue 
the tax when paying coupons to or for accounts of non, 
resident shareholders. Ownership Certificates must a4 
company all dividend coupons presented for payment} 
by residents of Canada. 

Shareholders resident in the United States are advised} 
that a credit for the Canadian tax withheld at source j 
allowable against the tax shown on their United Stateg 
‘ederal Income Tax return. In order to claim suc 
credit the United States tax authorities require evidenc 
of the deduction of said tax, for which purpose Owner 
ship Certificates (Form No. 601) must be comple 
in duplicate and the Bank cashing the coupons will a 
dorse both copies with a Certificate relative to the d& 
duction and payment of the tax and return one Certif 
cate to the Shareholder. If Forms No. 601 are ng 
available at local United States banks, they can 
secured from the Company’s office or The Royal Bank q 
Canada, Toronto. 

Under existing Canadian Regulations: 

(a) Payment of this dividend to residents of enemy 
or enemy occupied countries is prohibted. 

(b) Payment thereof to residents of other portions 9 
Continental Europe and China is prohibited but sucj 
residents may direct the deposit to their credit in q 
Canadian Bank of all amounts payable to them. 

(c) Other non-residents of Canada may convert thi 
dividend at current Canadian Foreign Exchange Contr 
rates into such foreign currencies as are permitted by 
the General Regulations of the Canadian Foreign Ex 
change Control Board. Such conversion can 
effected through an authorized dealer, i.e., a Canad 
Branch of any Canadian Chartered Bank. 

Shareholders residing in the United States may con: 
vert the amount of the current dividend into United 
States currency at the official Canadian Foreign Exchangg 
Control rate by sending at their own risk and expense; 
coupons or dividend cheques properly endorsed, to Th 
Agency of The Royal Bank of Canada, 68 Williag 
Street, New York City, which will accept them for cdl; 
lection through an authorized dealer, or direct to anj 
authorized dealer of the Canadian Foreign Exchange Con 
trol Board. 

Shareholders residing in countries other than thi 
United States to whom payment is not prohibited w 
noted above may convert the amount of the current 
dividend by sending at their own risk and_ expens 
coupons, or dividend cheques properly endorsed, to tha 
Royal Bank of Canada, King and Church Streets Braneb, 
Toronto, Canada, or to any other authorized dealer 
or to the Agency of The Royal Bank of Canada, 68 Wil: 
liam Street, New York City, U.S.A., with a reques! 
for a draft in such foreign currency as is permitted in 
settlement of same, but they should first satisfy them 
selves that this action is not prohibited by the Foreig: 
Exchange Control Regulations of the country in whiti| 
they reside. 


IMPORTANT NOTICE 


Holders of Bearer Share Warrants, who have not yé 
secured new talons with Dividend coupons numbered 6! 
to 80 inclusive, are hereby notified that same an 
available. The talon only should be detached fron 
the Bearer Share Warrants and presented at or for 
warded to ‘the Office of 
Limited, 56 Church Street, Toronto 1, On 
by registered mail (with return address clearly indi: 
cated) when a new supply of coupons bearing the sam 
serial number as the Warrant from which the tale 
is detached, will be issued in exchange therefor. 

BY ORDER OF THE BOARD, 
W. J. Whitling, 
Secretary 
56 Church Street, 
Toronto 1, Ontario. 
10th May, 1944, 








debentures—and the common stock 
—have made major recoveries from 
the extreme lows of 1942 and prio! 
years. As market prices indicate, 
however, the basic position of the 
debentures is still rated as sem 
speculative and the status of the 
equity as speculative. 

Statistics on the companies here 
tofore discussed, and certain othe 
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READ THIS BOOK! 
IN SIMPLE LANGUAGE it explains 


the basic elements for profitable 
trading and lays down workable 
rules. Enables you to appraise im- 
mediate and post-war markettrends. 
The present market move is dis- 
cussed in one of its 19 chapters. 


Read What They Say: 


‘\.. revolutionized my concept of the 
market.’’ 

“\,. more plain common sense than 
anything I ever read.”’ 

‘loaded down with invaluable facts.”’ 


“\.. would not part with my copy for 
OOo. ’’ 


".,. you surely do know your stock 
market.’’ 


Sent on 15 days’ approval. 
TTT Cee ea 
SEAMANS-BLAKE, INC. 

839 W. Washington Bivd., Chicago 7, Ill. 
Gentlemen: | am enclosing $3.0U, .or “THIS iS THE 
ROAD TO STOCK MARKET SUCCESS." I reserve the 
privilege of returning book for refund within 15 days. 


M-5 














been included in the table because, 
while it has important communica- 
tions interests, it is nevertheless 
chiefly a manufacturing enterprise— 
the largest such in its own field. 

Familiar to the general public 
through its broadcasting affiliate, its 
receiving sets and Victor phono- 
graphs and records and its frequent- 
y widely publicized — research 


achievements, it is known to many 


investors and speculators as the stock 
that “went through the roof” in 
ig29 and fell into the “cellar” in the 
ensuing market calamity. But, of 
course, many others did the same. It 
is the fourth most widely owned 
tock on the security exchanges. 

Radio Corporation is a_ strong 


) pe alae with substantial earning 
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power under fair to good general 
business conditions. The stock is 
not equally good primarily because 
there is so much of it—13,881,116 
shares, preceded by goo,824 shares 
of $3.50 preferred. As most recently 
teported, there was also outstanding 
some $65 million in Regulation V 
%% per cent bank loans. However, 
this is war-time working ‘capital 
financing which no doubt will read- 
ily be extinguished when normal ac- 
livities are resumed. Because of large 
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THE POST-WAR WORLD - 





WILL BE 


RUNG IN ON 





capitalization, per share earning 
power is limited. It was 51 cents last 
year, against 42 the year before, 50 
in 1941 and 42 in 1940. First quar- 
ter earnings were 11 cents a share, 
compared with 13 cents a year ago. 
Distorted by war operation, current 
liabilities shown by latest balance 
sheet were $73,977,000; Current assets 
$189,312,000; net working capital 
$115,335,000. This is exclusive of 
the bank loans. Unfilled orders as 
of March 31 were around $300 mil- 
lion. 

General Harbord, chairman, re- 
cently told- stockholders that much 


of the radio we knew at the time of 


Pearl Harbor will be old and obso- 
lete when peace comes. The com- 
pany has many important and 


promising developments up its sleeve 
in television, electronics and im- 
proved radio apparatus with which 
it will bid for post-war business. 











25,000 enemy patents now available 
to U.S. citizens. 295 classifications, 
totals, particulars sent for $1.00. J. 
RUSSELL, 201 SO. BRITTAIN, 
SHELBYVILLE, TENNESSEE. 
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mailed to the Company’s stockholders. 


1943, compared with year 1942. 


THE BALTIMORE AND OHIO RAILROAD CO. 
Baltimore 1, Maryland 
SUMMARY OF ANNUAL REPORT FOR THE YEAR 1943 
The 117th annual report of the President and Directors for the year 1943, is being 


RESULTS OF OPERATIONS 
The following is a summary of the Company’s audited income account for the year 
. 











Equipment and joint facility rents— 
I Ss 00 as ib os ok oameneles 6 


Increase 
Year 1943 Year 1942 over 1942 
Railway operating revenues............ $358,142,152.08 $306,254,193.49 $51,887,958.59 
Railway operating expenses............ 250,584 ,352.63 204,241,198.76 46,343,153.87 
Net railway operating revenue..... $107,557,799.45 $102,012,994.73 $5,544,804.72 
Railway tax accruals (including federal ws 
RRR NIC Ds Gs pie ina dk epee es wo 9 OO 46,457 ,958.58 25,054,012.87 21,403,945.71 
Railway operating income......... $61,099,840.87 $76,958,981.86 $15,859,140.99d 


8,932,372.37 


7,400,263.88 1,532,108.49 





re er ree 


Net railway operating income...... $52,167,468.50 
8,637 ,968.62 


$17,391,249.48d 
32,714.52d 


$69,558,717.98 
8,670,683.14 





Miscellaneous deductions from income. . . 


I RNS 6 xs pc bass aa eae $60,805,437.12 
2,035,995.35 


$78,229,401.12 $17,423,964.00d 


1,685,984.95 350,010.40 





Fixed interest and other charges. . . 


Income available for fixed charges... $58,769,441.77 
.. 18,647,102.81 


$76,543,416.17 $17,773,974.40d 
19,863,257.08 1,216,154.27d 





Contingent interest charges 


Income available for other purposes. $40,122,338.96 
9,612,858.50 


56,680,159.09 $16,557,820.13d 
11,356,562.50 1,743,704.00d 





Audited net ineome. . 


weeeeeeeee $30,509,480.46 


$45,323,596.59 $14,814,116.13d 





(d—denotes decrease) 


Charges and Maturities. 


The decrease in net income of $14,814,116. is the result of: 
Loss due to suspension in 1943 of freight rate increases...................0005 $7,100,000 
Tmcrense in WAC TALES... ... 0.00 occ c c's cscess 
Increase in taxes after non-recurring tax credit of $8,574,214. in 1942........... 


Pn ee eK rae Lorre ae $29,123,972 


Accruals for all taxes, year 1943, were $46,757,209., absorbing 13 cents of each dollar of 
total operating revenues, 43 cents of each dollar of net railway operating revenue, and were 
equal to $14.84 per share on the capital stock. 

As of December 31, 1943, the recorded investment in property as related to railway 
operating income, is $999,678,403, against which $130,406,465 depreciation has accrued, 
leaving the net recorded investment $869,271,938. 

There was no change in capital stock during the year, but there was a net reduction 
of $58,661,935. in interest bearing obligations of which $57,537,050. were retired through 
the operation of the sinking fund created by the 1938 Plan for Modification of Interest 


. 


9,222,000 
12,801,972 


R. B. WHITE, President 

















Survey of Our Economy 
on the Eve 





(Continued from page 170) 


speed in reconversion must become 
the main objective as soon as victory 
is in sight. 

The questions uppermost in the 
minds of businessmen today are: 
How much will production decline 
during reconversion? What will it be 
thereafter? No accurate answer is 
possible but here have been esti- 
mates based on fairly thorough ap- 
praisal of the potentialities. 

We may expect that Germany's 
defeat will precipitate a rather sharp 
drop in volume of industrial produc- 
tion. Following victory over Japan, 
a further decline will occur which 
may carry industrial output rapidly 
to its transition low level. All of this 
decline will occur in war goods. Pro- 
duction of peace time geods will be- 
gin to expand immediately and 
should have assumed sizable propor- 
tions by the time the transition low 
has been reached in industrial out- 
put as a whole. Recovery from this 
low should require not more than 
six or eight months and when com- 
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plete, aggregate production accord- 
ing to current business estimates 
should approach that of i1g41 which 
was an excellent year. Under a wise 
reconversion policy, whatever the 
cushion of immediate resumption of 
peace time goods production may be, 
it should greatly lessen the shock of 
discontinued war business but for a 
time, production and distribution of 
goods will no doubt fall sharply. 
According to estimates represent- 
ing the opinions of a broad cross sec- 
tion of industry, the FRB index of 
industrial production, after Ger- 
many’s defeat, may drop to 175 com- 
pared with currently 243, or a fall of 
28%. This presupposes a 45% de- 
cline in war production (compared 
with Vice Chairman Wilson’s esti- 
mate of 35% which is no doubt con- 
servative), and a 10% increase in 
consumer goods output. Such a drop 
would be fairly steep but must be ac- 
cepted as a realistic possibility. Per- 
haps the actual answer lies some- 
where between the two estimates, 
sull a production index of 175 would 


‘equal that prevailing in December 


1941, the month of Pearl Harbor 
when war orders were considerable 
but not dominant in American busi- 
ness. In 1941, the index averaged 
156; in 1942 the average was 181. 


THE 





For the duration of the Far Easter, 
war (after Germany’s collapse) t¢. 
conversion may be expected to pro. 
gress steadily up to the limit set’by 
military considerations. Current esti. 
mates anticipate that with the end of 
the war against Japan, the FRB in. 
dex will further slump to the neigh. 
borhood of 125, reflecting a drop of 
durable goods production to an im. 
mediate post-war low of about 12%, 
of the current peak level. On the 
other hand, consumer goods output 
is expected to rise*further to an 
eventual level equivalent to roughly 
80°, of total industrial production 
at the transition low. 

Carrying this projection further, it 
is estimated that at the peak of the 
replacement boom following full re. 
conversion, the production index 
will have rebounded to about 150 
with over go% of output consisting 
of consumer goods. While perhaps 
below some current expectations, an 
index of 150 would be by no means 
unsatisfactory although the anticipa- 
ted great preponderance of the con- 
sumer goods component speaks less 
well for capital goods prospects. 

Some official forecasters are more 
optimistic. A Department of Com. 
merce expert foresees in 1947 a po- 
tential production of 70% to 80% 
over the 1935-39 average which would 
mean a FRB production index of 
170 to 180, or closely approaching 
1942 production. This forecast 1 
based on such sanguine expectations 
as an annual steel output of 100 mil 
lion tons and a vearly automobile 
production of six million cars, per 
haps even eight million. It is difficult 
to accept such a projection which ob- 
viously could only materialize unde: 
extremely favorable conditions, not 
now assured. 

The more conservative view earlier 
mentioned appears more acceptable. 
What a production index of 150 
would mean in terms of general 
prosperity is another matter. It i 
difficult to foresee what it might 
mean in terms of national income 
unless prices and wages remaif 
stable. It is even harder to predict 
what it might mean in terms of em: 
ployment. Any attempt to examine 
the prospective price structure is to0 
conjectural to serve even as an ap 
proximate. basis for future projec 
tion. The same applies to business, 
and even more so, to earnings pros 
pects. In the latter case, we would 
have to rationalize the anticipated 
trends in taxes, wages, employment! 
and industrial activity, an almost im- 
possible task, as well as other ele 
ments such as Government _polic' 
and the general economic climate we 
shall encounter after the war. 
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As to employment, it is pertinent 
mention that in 1941, output per 
ron employed was 25% greater 
than in 1929, and this trend has since 
wntinued. In 1941, the number of 
rsons employed averaged some 51 
nillion, and 3.3 million were with- 
mit jobs. An industrial production 
index of 150 thus would suggest that 
many as six million would be un- 
ible to secure employment, depend- 
ing On actual post-war production 
ficiency. If practical policies pre- 
il, this unemployment incidence 
may be neither prolonged nor too 
much of an economic handicap; it 
probably could be greatly modified 
by compensatory measures. Graver 
dislocations, though temporary, may 
well occur during the height of re- 
conversion. 

In the foregoing, we have visual- 
ied the road from war to peace in 
three major laps: (1) Partial recon- 
version after Germany’s defeat. (2) 
The critical demobilization period 
ater the fall of Japan. (3) The sub- 
quent replacement boom. 

Partial reconversion should fur- 
nish us the Opportunity to step up 
production of urgently needed con- 
umer goods. The full reconversion 
period after victory over Japan in- 
volves vast problems of readjustment, 
employment, etc. which will be fol- 
lowed by an all around restocking 
boom which may last two, perhaps 
ihree, years. At its peak, an FRB in- 
dex of 150 is widely expected in busi- 
ness circles. Thereafter what? 

Thereafter we are faced with the 
ask of avoiding a slump by persistent 
broadening of the base of our econ- 
my, by proper distribution of in- 
ome, by developing a long range 
economic program that will counter- 
at any deflationary trend that may 
subsequently develop or threaten. 





In the forthcoming post-war pe- 
tiod, we are in this respect less for- 
tunately situated than after the last 
war when the tremendous growth of 
ihe automotive industry provided a 
basis for the extraordinary industrial 
and economic advancement of the 
Twenties. Today, there is no single 
industry or product in sight which 
might take the place of the automo- 
bile as an economic primer. The 
potentials of aviation, of television, 
electronics and of the chemical indus- 
ty are gratifying but, singly, they 
ould not make a contribution to 
kconomic development even faintly 
ipproaching that of the automobile. 
All our so-called ‘‘new industries” 
vill unquestionably become impor- 
fant carriers of post-war progress but 
all far short of the revolutionary role 
the automobile played after World 





War 1. 
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Rather we must strive for an all- 
around broadening of our economic 
base, for a progressive advance in the 
standard of living, for wider foreign 
trade, in short for development in 


every direction if worthwhile and 
lasting economic progress is to 
emerge from the crucible of war. For 
this there is ample room. Production 
as well as distribution of goods are 
suill far from the point where they 
will begin to cover the consumption 
desires of the nation. 





Selecting Best Stocks in the 
Most Promising Industries 
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share, in 1942 it was 92 cents (after 
deducting 23 cents a share for special 
reserves), while 1943 showed $1.23 
a share (after 65 cents a share spe- 
cial reserves). 

For the first quarter of 1944, net 
was 36 cents a share, which compares 
with 42 cents in the first three 
months of 1943. This is a direct re- 
flection of an increase in taxes of 
$1,322,500 in the first quarter of this 
vear. If taxes in this period of 1944 
had been the same, it would have 
meant earnings of over go cents a 
share in the first quarter of 1944, 
but the company paid the higher 
taxes partly as a result of retiring its 
bonds (with no tax on earnings be- 
fore bond interest) and also on a 
higher net income, the excess prof- 
its tax increased. In the first quar- 
ter of 1944, net earnings before 
taxes were $4,163,548. against $2,- 
g62,014 in the first quarter of 1943. 

Dividends on the old Studebaker 
stock were large in the 1920s, 
amounting to $5.00 a share plus 4% 
in stock in 1929, and the habit of 
paying remained with the directors 
in the early 1930s, with no realiza- 
tion of the serious difficulties ahead, 
and the 1930 dividends were $3.75 a 
share, while $1.20 was paid in 1931 
and go cents in 1932. It is not im- 
probable that, if these dividends 
(1930-32) had not been paid, the 
company’s finances might have 
weathered the storm, but few peo- 
ple believed until the depression was 
at near its worst that it was going 
to be such a severe one. 

The new corporation paid no div- 
idends before 1943, with only 25 
cents a share in that year. A pay- 
ment of the same amount was made 
on March 31, 14944. It seems fairly 
well assured that at least another 25, 
cents a share will be paid in the cur- 
rent year. The situation in regard 
tO payments is summarized as fol- 
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WALL STREE 


Investors’ Helper 

One of the tenets of the nationwide 
investment firm of Merrill Lynch, 
Pierce, Fenner & Beane is embodied in 
this phrase: There is no substitute for 
facts. For this reason it issues from 
time to time various studies of different 
phases of the investment field. These 
are distributed widely to those who are 
interested. One of the most compre- 
hensive of these publications is the 
firm’s Annual Edition of the Security 
and Industrial Survey. 

The 1944 Annual Edition which has 
recently rolled off the presses covers 
295 stocks in 34 major industry 
groups. It is replete with such informa- 
tion as: “current share appraisal,’ 
“relative price prospects and risks” and 
“investment status.” The information 
on which these industry studies are 
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AN ANALYTICAL GUIDE FOR INVESTORS 
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For investors: Pertinent information 
based is derived from a wide variety 
of trade, government and financial 
sources, as well as from independent 
field investigations. 

Here, too, is a discussion of general 
business comment; a section dealing 
with bonds and preferred stocks for 
the conservative investor who requires 
fixed income producing securities, and 
charts of the price movements of indus- 
try share groups. As in the past, the 
Survey includes pre-planned portfolios 
for varying investment objectives. 

These and other features make this 
survey a “must” for investors who 
realize the importance of making sound 
decisions based on impartial, expert re- 
search and professional opinion. With 
the Survey they can study and evaluate 
current trends in relation to personal 
investment problems, thus be prepared 
to follow the firm’s dictum: Jnvestigate 
—then invest. 

All that is required of readers in order 
to receive their copy of the Annual 
Security and Industrial Survey is a re- 
quest addressed to Merrill Lynch, 
Pierce, Fenner & Beane headquarters at 
70 Pine Street, New York 5, N. Y. 


215 





ne 


Soest neers reper 








PARTNERS 
r™ | NDUSTRY 








yo MOST PEOPLE, the trade-mark shown at the bottom of this 
page is less familiar than the Gulf Disc that identifies thousands of 


service stations. 


But men of industry. ..men who daily are solving war produc- 
tion problems... have come to know it well. 


To them, the Gulf industrial trade-mark is a symbol of co-opera- 
tion...co-operation that means the speeding up of war production. 


For many years Gulf has trained its large staff of lubrication ser- 
vice engineers to help industry produce more efficiently by the proper 
application of the right Gulf quality lubricant to each machine and 
moving part. Greater machine efficiency cuts costs and increases 
production... two invaluable contributions to the war effort! 


In Gulf files are hundreds of case histories of Gulf plants in 
which production has been stepped up by 35, 50,100...even 200%. 
This, we believe, is convincing evidence of the effectiveness of Gulf 
products and services to a nation at war! 


GULF OIL CORPORATION * GULF REFINING COMPANY 

















lows in the 1943 report, “A state- 
ment was issued to the effect that 
one of the conditions of the corpo- 
ration’s VT-credit agreement is that 
cash dividends will not be declared 
which, in the aggregate, amount to 
more than 50% of the net profits 
which are added to earned surplus 
after December 31, 1942. In 1943, 
net profits added to surplus were 
equivalent to $1.23 per share, and 
consequently, the maximum amount 
presently available for dividends un- 
der the terms of the credit agree- 
ment is approximately 61 cents per 
share. less the dividend of 25 cents 
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per share which was declared in 
February, 1943. However, the board 
of directors repeats the statement 
contained in the previous annual re- 
port that it has not adopted a fixed 
annual dividend policy. From time 
\o time, and not necessarily at regu- 
lar intervals, it will consider the pay- 
ment of additional dividends, de- 
pending upon the financial status of 
the corporation and upon the 
amounts available for dividends un- 
der the terms of the credit agree- 
ment.” 

As the corporation published a 
balance sheet as of March 31,°1943 
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and showed the addition of 36 cents 
a share to surplus, it would appear 
that at least another 25 cents a share 
could be declared at any time with. 
in the scope of the credit agreement, 

The gross business of the corpo. 
ration is expected to eclipse last year 


during 1944. It was $108,502,299 in 
the first quarter of 1944, against 
$73,508,023 for the first three months 
and $364,191,211 for all of 1943. 
Studebaker is almost 100% in war 
work. It has built over 100,000 mul- 
tiple-drive heavy duty military 
trucks and over 30,000 Wright-Cy- 
clone engines for Flying Fortresses, 
in the past two years. 

Taxes have been a heavy drain on 
net income, amounting to $5.59 a 
share on the stock in 1943 and $2.38 
in 1942, while for the first quarter of 
1944, they equalled $1.25 a share. 
Excess profits taxes have taken the 
largest portion of these deductions, 
amounting to 11,817,000 in 1943, 
or over $5, a share on the stock. It is 
expected that one of the first meas- 
ures to be taken by Congress after 
the war will be to abolish the excess 
profits tax, even if other rates may 
be raised, and such a measure would 
be of especial benefit to companies 
like Studebaker which have had to 
pay very large sums because of the 
low 1936-9 income used as a tax base, 
with these four years for this cor- 
poration averaging 4714 cents a 
share. 

Reserves for post-war conversion 
in 1943 were 65 cents a share. As the 
major part of the war business has 
been in making trucks and engines, 
it may not be such an expensive 
matter for Studebaker to change to 
peace-time output. It is expected 
to resume the making of its six-cyl- 
inder Champion and Commander 
and eight-cylinder President cars 
when the war is over. 

The December 31, 1943 balance 
sheet of Studebaker showed net cur- 
rent assets of $9.82 per share, a book 
value of $13.72 a share and total as 
set values back of the stock of 
$14.59 a share. This was furthel 
improved in a March 31, 1944 bal- 
ance sheet which gave current assets 
of $85,173,451, including $31,834, 
224 cash, with current liabilities at 
$62,140,411 and net current assets of 
$23,033,040. The last figure equalled 
slightly under $10 a share and the 
net worth was $14.76 a share. 

As is stated above, Studebake: 
stock for many years was among the 
market leaders, but it has not been 
since 1929, in which year it made a 
high of 98. The subsequent low on 
the old stock was 114 in 1933. The 
new stock sold at its lowest figure the 
first year, at 214 in 1935 and its best 
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PACIFIC 


GAS AND ELECTRIC COMPANY 
SAN FRANCISCO, CALIFORNIA 


Summary of 1943 Operations 


The Company continues to apply itself vigorously to its vitally im- 
portant task of supplying power, light and heat for war production 


and civilian use. 


In 1943 its interconnected electric and gas systems again successfully 


met the requirements of greatly expanded industrial and mulitary 


activities in the territory served, as well as the needs of a 
rapidly mounting civilian population now estimated to 
exceed 3,500,000, 

The ability to meet wartime demands rests largely on 
added resources of electric and gas supply made available 
through a long-range construction program, upon 
which more than $152,000,000 was spent in the 
past five years. The installed capacity of the Com- 
pany’s electric generating plants was increased 
400,000 horsepower during this period, and an 
additional 200,000 horsepower was contracted for 
from other producers. 

Pit Plant No. 5, placed in operation in April 1944, 
added another 214,000 horsepower of generating 
capacity to the Company’s vast facilities for sup- 
plying electric service in this strategically impor- 
tant area. 


SOURCES OF GROSS REVENUE 


1943 

Electirie Departinent... «6:6:.:50:06030.0600 0's $97,429,110 
CSS POR AR LIN ORE 55655. io ole oracles cosines 39,629,387 
Street Railway Department.............. 726,479" 
Water Departments... 0... é:c5:cececs stew neie's 502,419 
Steam Sales Department................ 305,290 
Miscellaneous Income................66+ 388,671 

Total Gross Revenue................ $138,981,356 


*Street Railway System sold in October, 19453. 








PIT NO. 5 POWER HOUSE 


with largest in talled capacity of any hydro plant in California 


Ww 


DISTRIBUTION OF STOCK OWNERSHIP 
DECEMBER 31, 1943 


Men Stockholders 
Women Stockholders 


Joint Tenants 


Investment and Other Corporations, Partner- 


ships, 


Charitable and Religious Institutions, ete. 


Total Stockholders 


SUMMARY OF CONSOLIDATED EARNINGS STATEMENT 


Year Ended December 31 
1943 1942 


ETONB TERE OUI serio aie ainita enielere staat ieee Re $138, 


Maintenance, Operating Expenses, Taxes (except 
Federal Taxes on Income) and Provision for Depre- 


ciation and Other Reserves..................--: 83, 

CGVGSMPNGOMIE 5 oe civ nose naan otis outieie es % 55, 
Bond and Other Interest, Discount and Other Income 

PRE NCERO MIS taste aio ral ovaieie ede coer ee 4 es hala Sees 10, 


Net Income before Provision for Federal Taxes 


981,356  $127,114,180 


178,865 
802,491 


78,626,525 
$ 48,487,655 


$10,407 11,368,984 


GIPUN OME cisco tae aa oe ne ase eee % 44,992,084  $ 37,118,671 
Provision for Federal Taxes on Income...........- 22,645,080 14,851,079 
Net Inconie to Stirpls: 5. ccesc snc cos cos ciess $ 22,347,004  % 22,967,592 
Dividends on Preferred Stock. ...............-. , 8,409,820 8,399,508 
RGIANOG 8 5 fscer ort ances sours pide Robina Noli tiacdatczens $ 13,937,184  % 13,868,084 
Dividends on Common Stock.............6-2008- 12,523,808 12,524,168 
RE REATIOE a c09 solr clos ect taunt cya arate esis ia nieve eS $ 1,413,376 $ 1,343,916 
Earnings per Share of Common Stock...........-- $2.23 $2.21 
Dividends Paid per Share of Common Stock. ...... $2.00 $2.00 


Copies of the Company’s 1943 annual report may be secured on application to E. J. Beckett, Treasurer 
245 Market Street, San Francisco 6, California 


Insurance 


Companies, Educational, 
3,179 


117,283 


x wk we we ke we ke ke 


The Company views with confi- 
dence the postwar prospects of the 
territory served. It is apparent that 
this region, long established as one 
of the foremost agricultural and 
distributing areas of the country, 
is destined to assume increasing 
national importance as a manu- 
facturing center. 


Without in any way relaxing our 
efforts in the all important task of 
helping to win the war, we are now 
planning a comprehensive program 
to aid and stimulate the continued 
development of Northern and Cen- 
tral California. 


PRESIDENT 
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Stead 
the Liourbon 


Every brilliant drop of Old 
Grand-Dad is fine bourbon at its 
glorious best. So treasure each 
bottle that comes your way 
during these times of shortages. 
We’re doing our best to spread 
the available supply fairly. 
KENTUCKY STRAIGHT BOURBON WHISKEY 
100 PROOF ¢ BOTTLED IN BOND 


One taste will 
bell you why 






National Distillers Products Corporation, New York 





level was 20 in 1937. The recent 
low was 33% in 1941 and the best 
figure since 1937 was 167% high early 
this year. The company will do a 
big business during the early peace 
years of active automobile demand, 
it has an able management and a 
comfortable financial position. Mar- 
ketwise, it can be, considered the 
“leader of the independents,” with 
promising longer-term appreciation 
potentials, though it need hardly be 
said that it can not rank with Chrys- 
ler or General Motors in trade 


standing, dealer organization, etc. 








BATTERIES 


THE ELECTRIC STORAGE BATTERY 
COMPANY 


175th Consecutive 
Quarterly Dividend 


The Directors have declared trom the 
Accumulated Surplus of the Cempany a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable June 
30, 1944, to stockholders of record at 
the close of business on June 9, 1944. 
Checks will be mailed. 

H. C. ALLAN, 

Secretary and Treasurer 

Philadelphia 32, May 19, 1944 
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Let's Clear the Way 





(Continued from page 165) 


shortsightedness of such a viewpoint, 
for in the long run world order with- 
out the wholehearted support of 
other nations could not be perma- 
nently achieved. 

It is becoming increasingly evi- 
dent how greatly we are hampered in 
our foreign policy by the provision 
that all major commitments must 
eventually run the gantlet of con- 
gressional approval. While soundly 
conceived, it is, from a negotiator’s 
viewpoint, a drawback that the ap- 
proach of the elections virtually 
tends to stymie administration policy 
in the foreign field. Among our Al- 
lies, the threat to continuity of our 
,~lcy, due to possible internal 
changes in our country, has always 
been a source of great uncertainty. 
It is a matter of record that in recent 
months it has considerably impeded 
post-war planning. 

To remove this obstacle would 
constitute one of the most construc- 
tive actions that could be taken at 
this time. If it were possible to 
achieve bi-partisan agreement on 
fundamental questions of post-war 
foreign policy, we could go ahead 
promptly and without political inhi- 
bitions to tackle the job of organiz- 
ing the world for peace. It would, in 
turn, furnish our Allies with the as- 
surance they need that our policy, 
and the commitments it implies, 
would be honored regardless of ad- 
ministration changes. More particu- 
larly, it would enable us to make our 
full weight felt in the council of 
nations while our military power i: 
actively demonstrated on the battle 
fields. It could not help but strength- 
en our position in every direction. 

The interest of our country calls 
for such cooperation, and it is solely 
in that interest that this idea is pro- 
posed. In doing so, we are by no 
means oblivious to the difficulties 
that may stand in the way of this 
solution. It would require above all 
a clear and unequivocal enunciation 
of our foreign policy without which 
no bi-partisan agreement is think- 
able. Such agreement, at least tacitly, 
already exists regarding war policy. 
It seems imperative that it be also 
achieved in respect to peace policy, 
enabling the administration to nego- 
tiate on an equal plane’ with 
Churchill and Stalin, the latter un- 
encumbered by home political con- 
siderations, the former enjoying full 
backing of his coalition Government. 

If the Allies want to win the peace 
as well as the war, it is patent that 


THE 


constructive action for peace must 
not be much longer delayed. The 
power and prestige of our country 
give us the right and the opportun. 
itv to lead. Unity of purpose a 
home would assure us the weight of 
influence to which we are entitled in 
the council of nations. Why not, 
then, create this unity for which, 
after all, the world is waiting? 
Which, in fact, the world needs and 
is hoping for so that there shall be no 
repetition of the bitter experiences 
which followed World War I. 

Absence of this unity, or uncertain- 
ty over the stability of our future 
policy, has been responsible for the 
trend towards creating spheres of in- 
terest as a means of world rule, in 
direct opposition to the ideal of col. 
lective security which we have s0 
frequently espoused. It is in our 
power to strengthen this ideal im. 
measurably by taking out of the 
realm of party politics fundamental 
questions of foreign policy which 
will enable us to show the world a 
united front. In the interest of our 
country and our future security, it is 
a step well worth taking. 





Prospects for Post-War 
Trade 





(Continued from page 177 


funds have been depleted—nor the 
United States alone—since to us for- 
eign trade is less essential—could 
very well create or manage an inter 
national trade system. The point is, 
why couldn’t such management, 
since it would be to the benefit of 
both countries, be agreed upon be- 
tween the United States and the Brit 
ish Empire directly—why should it 
be arranged via a cumbersome cut: 
rency stabilization scheme? 

In the give and take between the 
major Allies, all have strong  bar- 
gaining points. Britain’s ace cards 
are the possession of numerous stra: 
tegic areas the world over and the 
possibility of tighter organization of 
the Empire preference system. Main 
U. S. advantages are our enormous 
economic and financial strength, the 
vast merchant fleet we built during 
the war and our great superiority in 
air power, both military and com 
mercial. Russia’s advantage lies in 
her position as perhaps the world’s 
dominant land power, in her great 
size and population, and almost in- 
exhaustible resources of raw mate: 
rials, ready to be developed. 

We can rest assured that all these 
bargaining points will be effectively 
used in future conferences. 
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This announcement appears as a matter of record only and is under no 
g@ercumstances to be construed as an offering of these Securities. for 
sale or as a solicitation of an offer to buy any of such Securi- 
ties. The offer is made only by means of the Prospectus. 


NEW ISSUE 


100,000 Shares 


Industrial Rayon Corporation 
$4.50 Preferred Stock, Series A 


without par value 


PRICE €$9 PER SHARE 


(plus accrued dividends from March 31, 1944 to date of delivery) 


Copies of the Prospectus may be obtained in any State from only such 
dealers participating in this issue as may legally offer these Securities under 
the securities laws of such State. 


Kebn, Loeb & Co. 


Blyth & Co., Inc. 
A. G. Becker & Co. 


lucerperated 


Lee Higginson Corporation 


Union Securities Corporation 


New York, May 17, 1944. 


Goldman, Sachs & Co. 


ae 


Harriman Ripley & Co. 


Incorporated 
Lehman Brothers 


Kidder, Peabody & Co. 
Stone & Webster and Clodget 


Incorporated 


Hayden, Stone & Co. 





























Answers to Inquiries 





(Continued from page 204) 


$1.00 per share for each 1 per cent 
of participation that the present 
common would have in the new 
stock if converted entirely into new 
common as has been the case in most 
adjustments under the Holding 
Company Act. 


To Replace Called Bonds 


“Have recently had called my holdings 
of Michigan Central Gas Co. bonds, 
want to reinvest proceeds in good bonds 
or could use good preferred stock, would 
like one or two selections.” — FWY, 
Grand Rapids, Michigan. 


You might consider Youngstown 
Sheet & Tube Co. 4% convertible 
debentures due September ist, 1948 
(rated A). This company ranks sixth 
in the steel industry and the bonds 
yield 3.65 per cent to maturity. In- 
terest charges were earned 5.17 times 
in 1943, 6.62 times in 1942, 7.91 
times in 1941, 13.2 times in 1940, 
2.43 times in 1939. The convertible 
feature has no value at present as 
holders of debentures have the privi- 


lege of converting into common. 


stock on the basis of $71-3/7 up to 
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September 1, 1944 and thereafter at 
$76 12/13 up to March 1, 1948, and 
the stock range for this year is 3834 
high and 3414 low. In view of the 
fact that the average high grade 
bond yield is 2.599%, this bond ap- 
pears to offer slightly better than 
average yield. 

Regarding preferred stocks, 'wen- 
tieth Century Fox $1.50 cumulative 
convertible preferred stock appears 
to offer an interesting investment. 
This company is one of the leaders 
in the motion picture industry, pro- 
ducing and distributing feature films 
and short subjects and the operation 
of a world-wide service for gathering 
news reels of important events. Na- 
tional Theatre Corp. (wholly 
owned) operates through its subsidi- 
aries about 555 theatres in this coun- 
try. Of an estimated 17,000 theatres 
in the United States more than 10,- 
000 were considered regular custom- 
ers for the company’s feature pic- 
tures. Dividend requirements were 
earned 414 times in 1939, in 1940 a 
deficit due to foreign exchange, 1941 
5 times, 1942 11 times, 1943 8 times. 
Each share of this preferred stock is 
convertible into 114 shares of com- 
mon stock at any time and through 
this conversion privilege holders re- 
ceive all the advantages of a common 


TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a dividend of 50 
cents per share and an additional dividend of 25 


cents per share on the Company’s capital stock, pay- 
able June 15, 1944, to stockholders ef record at the 
close of business June 1, 1944. 

H. F. J. KNOBLOCH, Treasurer, 


stock but none of the risks. Th 
stock is callable at $35 per share. 


Buy More Sterling Drug or 
General Telephone? 


I now own 15 shares Sterling Drug C4 
and 20 shares General Telephone Cq 
stock. What future have these two i 
vestments? Is General Telephone 
sound investment for adding capital ¢ 
the above amount?—FHB, New R 
chelle, N.Y. 


Your letter presents a rather it 
teresting problem in that you hay 
selected two stocks in industries tha 
may be considered open to futu 
growth. The yield on Sterling Dru 
is approximately 414% and not esp¢ 
cially generous. Progressively increa 
ing taxes tend to restrict earning} 
and thereby offset the advantage 
from expansion through acquisitio 
of new units. The near term outloo 
is average while the long term ou 
look seems well above average i 
view of the policy of expansio 
Management of the company ang 
operating record are excellent. 

General Telephone was incorpo 
rated in 1935 as an investment an 
holding company and its record sin 
that time is highly satisfactory. J 
owns 100 per cent of fifteen sul 
sidiaries, there being only three uni 
in which less than 100 per cent 
owned. Operating units  furnis 
service in 17 states in various par 
of the country. Earnings advanc@ 
from $1.50 per share to a high poi 
of $2.86 in 1941, compared wi 
$2.22 in 1942, and $2.24 in 194 
Gross earnings for the last two yea 
were entirely satisfactory but exce 
profits taxes caused a contraction | 
net earnings. The present divide 
rate of $1.60 should be regular 
maintained but there seems litt 
possibility that it can be increase 
unless we enter a period of low@ 
taxes. Post-war prospects are attra 
tive and the industry may be accep 
ed as having prospects for furth¢ 
erowth. 

To sum up, Sterling Drug is pro 
ably the stronger company of the t 
but yields about 41% per cent whi 
General Telephone yields approx 
mately 614 per cent. Assuming th 
dividend return is an important fa 
tor in your case, you, would be jus 
fied in increasing your holdings i 
General Telephone to a point whe 
they are in balance with vour toté 
portfolio. 
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